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ANTI-APARTHEID ACT AMENDMENTS OF 1988 
(H.R. 1580) 



Thursday, June 2, 1988 

House op Representatives, 

Committee on Banking, Finance and Urban Affairs, 

Washington, DC. 

The committee met, pursuant to notice, at 10:32 a.m., in room 
2128, Rayburn House Office Building, Hon. Fernand J. St Germain 
[chairman of the committee] presiding. 

Present: Chairman St Germain, Representatives Gonzalez, An- 
nunzio, Neal, Hubbard, Oakar, Barnard, Morrison, Carper, Torres, 
Kleczka, Patterson, McMtllen, Kennedy, Flake, Price, Pelosi, 
Wylie, Shumway, Parris, Wortley, Bereuter, Dreier, Hiler, Ridge, 
Bartlett, Saxton, Saiki, and Bunning. 

The Chairman. The committee will come to order. 

Almost 2 years ago to the day this committee opened hearings on 
legislation designed to pressure the South African Government into 
abandoning its repugnant policy of apartheid. The legislation, the 
"Comprehensive Anti-Apartheid Act of 1986," became law. Unfor- 
tunately, the South African Government has refused to meet the 
law's criteria for significant progress toward ending apartheid. 

Today the committee holds hearings on H.R. 1580, "The Anti- 
Apartheid Act Amendments of 1988," which is designed to 
strengthen the existing economic and political sanctions imposed 
under the 1986 law and thus further pressure the South African 
Government. 

As it has in the past, the administration continues to object to 
sanctions on South Africa. We hear much rhetoric about the ad- 
ministration's policy of "constructive engagement" with South 
Africa, but ask any South African black if things have changed. 
For this reason, legislation remains crucial. 

H.R. 1580, introduced by our colleague from California, Ronald 
Dellums, and reported by the Foreign Affairs Committee on May 
20, enacts six new sanctions against South Africa. Two of these are 
of particular concern to the Banking Committee: the ban on all 
U.S. investment in South Africa and the ban on most imports. 

The existing law bans all loans to the South African Government 
or to any organization owned or controlled by the government. The 
bill before us today would extend this prohibition to a business en- 
terprise located in South Africa or one owned or controlled by 
South African nationals. The existing law prohibits U.S. citizens or 
entities from making any new investment in South Africa, while 
(l) 
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H.R. 1580 prohibits these groups from making or holding any in- 
vestment in South Africa. These investments must be divested. 

The legislation reported by the Foreign Affairs Committee pro- 
vides that the President may grant a one-time 6-month waiver 
from this prohibition on a case-by-case basis. The new bill also re- 
defines loans to include letters of credit of similar short-term trade 
financing, sales on open accounts, and rescheduling of existing 
loans. 

While the importation of Kruggerands was prohibited by the 
1986 law, H.R. 1580 expands the prohibition to cover all other im- 
ports except for strategic minerals, publications, and imports from 
black or nonwhite businesses. H.R. 1580 retains the provision in 
the 1986 law requiring the Export-Import. Bank to encourage the 
use of its facilities by nonwhite -owned businesses in South Africa. 

The Banking Committee has long endorsed efforts to increase the 
pressure on the repressive regime of South Africa. In 1983, we in- 
sisted that legislation authorizing U.S. contributions to the IMF in- 
clude language that would require that our representative to the 
IMF actively oppose assistance to any country practicing apartheid. 
In 1983 and 1985, this committee also indicated its approval of leg- 
islation which would increase economic pressures on South Africa 
in the hope that these pressures would force a change in Pretoria's 
policies and would lead to good-faith negotiations with the coun- 
try's blacks. 

Today we are Bhowing our support for H.R. 1580, which will hit 
the South African Government in the pocketbook, where it hurts. 

[The text of H.R. 1580 follows.] 
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H.R.1580 

[Report No. 100-642, Put I] 



To prohibit investments in, and certain other activities with respect to, t 
Africa, and for other purposes. 



DT THE HOUSE OF REPRESENTATIVES 
Mabch 19, 1987 
Mr. Dblltjkb (for himself, Mr. Aokbbman, Mr. Atkins, Mr. Batrs, Mr. 
Boniqb of Michigan, Mr. Bbown of California, Mr. Bbbman, Mr. Clat, 
Mrs. Collins, Mr. Contb, Mr. Conybbs, Mr. Cbockbtt, Mr. db Ldoo, 
Mr. Downmt of New York, Mr. Dtmally, Mr. Dtbon, Mr. Edwabdb of 
California, Mr. Evans, Mr. Espy, Mr. Fauntbot, Mr. Flakb, Mr. Fogli- 
btta, Mr. Fobd of Tenneiwe, Mr. "Frank, Mr. Qabcia, Mr. Gbat of Qh"- 
nois, Mr. Gbat of Pennsylvania, Mr. Horn, Mr. Hawkins, Mr. Haybb of 
Illinois, Mr. Jacobs, Mr. Kastbnmbibb, Mr. Kostmaybb, Mr. Lbland, 
Mr. Lowbt of Washington, Mr. Lbvtn of Michigan, Mr. Lbwib of Georgia, 
Mr. Thomas A. Lukbn, Mr. Habtinez, Mr. Mabkbt, Mr. Mfuhb, Mr. 
Mobbison of Connecticut, Mr. Obbbstab, Mr. Owbnb of New York, Mr. 
Eakobl, Mr. H*p *;,? -, Mr. Sodwo, Mr. Savaob, Mr. Stabk, Mr. 
Stokbs, Mr. Stoddb, Mr. Udall, Mr. Wbiss, and Mr. Whbat) introduced 
the following bill; which was referred jointly to the Committees on Foreign 
Affairs, Ways and Meani, Armed Service!, Banking, Finance and TJrhen 
Affairs, Public Work* and Transportation, and the Permanent Select Com- 
mittee on Intelligence 

Mabch 30, 1988 
Additional sponsors: Mr. Tbaxlbb, Mr. MlLLll of California, Mr. Lbthtb of' 
California, Mr. Dixon, Mr. Coblho, Mr. Gbjdbvbon, Mr. Minbta, Mr. 
Towns, Mr. Stjcobski, Mr. Kbnnedy, Ma. Pblobi, Mr. Owbnb of Utah, 
Mr. Solabt., Mr. Mavbotjlbs, Mr. Cakpbbll, Mr. Bbbnnan, Mr. Wibb, 
Mr. Bubtamantb, Mr. Kildbe, Mr. Matsui, Mrs. Schbobdbb, Mr. 
Fazio, Mr. Fhiohan, Mi. Oaeab, Mr. Waxman, Mr. Lantos, Mr. Don- 
hbllt, Mr. DbFabio, Mr. Tobbbs, Mr. St Gkbmain, Mrs. Boibb, Mr. 
Cabdin, Mr. BOBsra, Mr. Sabo, Mr. Lbhman of Florida, Mr. Panitta, 
Mr. Bbuob, Mr. Sohbubb, Mr. Akaka, Mr. Moaklbt, Mrs. Bogob, Mr. 
Shays, and Mr. Tatbb 
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Hat 20, 1988 
Reported from the Committee on Foreign Affairs, with an amendment 
[Seiko out ill after lie mMOiag ctaua ud iwrt the put printed m itilk] 
Junk 10, 1888 
Additional sponsors: Mr. BOTBAL, Mr. Pbasb, Mr. Pbppbr, Mr. SoHUMBB, Mr. 
Tkaficant, Mr. Dowdy of Mississippi, Mr. Oilman, Ma. Kaptde, Mr. 
Qonealbz, Mr. Moody, Mub Scmnkideb, Mra. Mobblla, Mr. Biagoi, 
Mr. Naqlb, Mi. Slatjohtke of New York, Mrs. Kbnnbllt, Mr. Hoch- 
bbtjioknbk, Mr. Stnab, Mr. AdCoin, Mr. Obtiz, Mr. Ford of Michigan, 
Mr. Biohabdson, Mr. Robinson, Mr. MagEat, and Mr. Gephardt 

June 10, 1988 
Referred to the Committee on Interior and Insular Affairs, for a period ending not 
later than three legislative days after the final committee receiving joint re- 
ferral of the bill reports it, for consideration of that portion of section 3 of the 
amendment reported from the Committee on Foreign Affairs which adds a 
new section 304(b) to the Comprehensive Anti-Apartheid Act of 1986 and 
falls within the jurisdiction of that committee pursuant to clause 1(1), rule X, 
and ordered to be printed 



A BILL 

To prohibit investments in, and certain other activities with 
respect to, South Africa, and for other purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 fives' of the United States of America in Congress assembled, 

3 SECTION -1 PROHIBIT! flitf Qfcf fKypflTMPHTB Hi SO UT H 
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23 SECTION 1. SHOUT TITLE; REFERENCES; TABLE Of CONTENTS. 

24 foJ Short Title.— This Act may be cited as the 

25 "Anti-Apartheid Act Amendments of 1988". 
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1 (b) REFERENCES.— References in this Act to "the Act" 

2 are to the Comprehensixte Anti-Apartheid Act of 1986. 

3 (e) Table of Contents. — 

Sec 1. Short title; reference!; table of content*. 

Sec. 8. Prohibitum m invettmenl and trade. 

Sec. 8. Prohibitum regarding involvement in Ike South Africa* mtrgo —rior. 

Sec. 4. Prohibition on nuclear auiitance to South Africa. 

Sec. 6. Prohibition on United Slain intelligence and military cooperation with 
Booth Africa. 

Bee. 6. Multilateral mtaturtt to undermine apartheid. 

Bee. 7. Coordinator of Booth Africa eanctiont; Inter-Agency Coordinating Commit- 
tee on Booth Africa. 

Bee 8. Independence of Namibia. 

Bee 9. Report on progr a m to reduce dependence upon importation of ttrategie min- 
erals from South Africa. 

Bee. 10. Penaltiet. 

Bee. 11. Aitittanee for ditadvanlaged South Afrieom. 

Boo. IS. Sent* of C'ongrm reg ardi ng antitrust inoettigation of South African dia- 
mond cartel and itudy of diamond origini. 

Bee 13. Study of meatunt to reduce South Africa'! foreign exchange earningt 
from gold. 

Btc 14. Bente of Congreu regarding South African cmeolattt and approval of 

Sec 15. Report on South Afrioa'i involvement in international terrorim. 
Sec 16. Technical and conforming amendment!. 
Bee 17. Effective dale. 

4 SEC. 2. PROHIHITIONS ON INVESTMENT AND TRADE 

5 (a) Prohibitions on Investment and Trade. — 

6 Effective 180 days after the date of the enactment of this Act, 

7 sections 301, 302, and 303 of the Comprehensive Anti- 

8 Apartheid Act of 1986 (hereafter in this Act referred to as 

9 "the Act ") are amended to read as follows: 

10 "PROHIBITION ON INVESTMENT IN SOUTH AFRICA 

11 "Sec. 301. A United States person may not purchase, 

12 acquire, own, or hold any investment in South Africa. 
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15 

1 "prohibition on imposts into the united states 

2 from south afbica 

3 "Sue. 302. (a) No article which u grown, produced, 

4 extracted, or manufactured in South Africa may be imported 

5 into the United States. 

6 "(b) The prohibition of subsection (a) shall not apply to 

7 the import of— 

8 "(1) any strategic mineral (including any ferroal- 

9 toy thereof) with respect to which the President certifies 

10 to the Congress that the quantities of such mineral 

1 1 which are essential for the economy or defense of the 

12 United States are not available from alternative reli- 

13 able suppliers and that such needs cannot be met in a 

14 timely manner by improved manufacturing processes, 

15 conservation, recycling, and economical substitution; 

16 and 

17 "(2) publications. 

18 "(c) The prohibition under subsection (a) shall not 

19 apply to imports from business enterprises in South Africa 

20 that are wholly-owned by black and other nonwhite South 

21 Africans. 

22 "(d) The prohibition under subsection (a) includes — 

23 "(1) uranium hexafluoride that has been manu- 

24 factured from South African uranium or uranium 

25 oxide; and 
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16 

1 "(2) fish or seafood — 

2 "(A) purchased from a ship owned by a 

3 South African or of South African registry; 

4 "(B) purchased from a South African; 

5 "(C) processed in whole or part by a South 

6 African ship or person; or 

7 "(D) stored in or shipped from South Africa. 

8 "PROHIBITION OF EXPORTS TO SOUTH AFRICA FROM THE 

9 UNITED STATES 

10 "Sec. 303. (a) No goods or technology subject to the 

1 1 jurisdiction of the United States may be exported, or re-ex - 

12 ported, to South Africa. No goods or technology may be ex- 
IB ported, or re-exported, to South Africa by any person subject 

14 io the jurisdiction of the United States. 

15 "(b) The prohibitions under subsection (a) shall not 

16 apply to — 

17 "(1) publications; 

18 "(2) donations of articles intended to relieve 

19 human suffering, such as food, clothing, and medicine 

20 and medical supplies intended strictly for medical pur- 

21 poses; and 

22 "(3) commercial sales of agricultural commodities 

23 and products. 

24 "(c) The prohibitions under subsection (a) shall not 

25 apply to any goods that are the direct product of technology of 

26 United States origin under a written agreement entered into 
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1 on or before April 20, 1988, and that are exported prior to 

2 the date which is one year after the date of the enactment of 

3 the Anti-Apartheid Act Amendment* of 1988. 

4 "(d) The prohibitions under subsection (a) shall not 

5 apply to — 

6 "(1) economic assistance or human rights pro- 
1 grams for disadvantaged South Africans, South Afri- 

8 can blacks or other nonwhite South Africans, or vie- 

9 tims of apartheid in South Africa pursuant to the For- 
10. eign Assistance Act of 1961, the Export-Import Bank 

1 1 Act of 1945, or any other provision of law authorizing 

12 economic or human rights assistance programs; and 

13 "(2) contributions to charitable organizations en- 

14 gaged in social welfare, public health, religious, educa- 

15 tional, and emergency relief activities in South 

16 Africa.". 

17 (b) WAIVES.— A person affected by the prohibition 

18 under section 301 of the Comprehensive Anti-Apartheid Act 

19 of 1986 (as amended by subsection (a)) may apply to the 

20 President for a one-time waiver of the prohibition. With re- 

21 apect to any applicant, the President may waive the applica- 

22 turn of section 801 for not mors than 180 days after such 

23 section takes effect Suck waiver may be granted only for 

24 good cause. During any period of waiver under this subpara- 

25 graph, the provisions of the Comprehensive Anti-Apartheid 
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1 Act of 1986 as in effect before the date of the enactment of the 

2 Anti-Apartheid Act Amendment* of 1988 shall apply and the 

3 President may not waive any such provision. 

4 (c) Repeal of Certain Provisions of the Act.— 

5 Effective 180 days after the date of the enactment of this Act, 

6 the Comprehensive Anti-Apartheid Act of 1986 is amended 

7 by striking sections 212, 304, 309, 310, 317, 318, 319, 320, 

8 321, and 323. 

9 (d) Definitions. — 

10 (1) Paragraphs (3) and (4) of section 3 of the Act 

11 are amended to read as follows: 

12 "(3) the term loan — 

13 "(A) means any transfer or extension of 

14 funds or credit on the basis of an obligation to 

15 repay, or any assumption or guarantee of the obli- 

16 gation of another to repay an extension of funds 

17 or credit, including — 

18 "(D overdrafts; 

19 "(it) currency swaps; 

20 "(Hi) the purchase of debt or equity se- 

21 curities issued by the Government of South 

22 Africa or a South African entity on or after 

23 the date of enactment of this Act; 

24 "(iv) the purchase of a loan made by 
26 another person; 
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1 "(v) the sale of financial assets subject 

2 to an agreement to repurchase; 

3 "(vi) a renewal or refinancing whereby 

4 funds or credits are transferred or extended 
r> to the (Government of South Africa or a 

6 South African entity; 

7 "(mi) short-term trade financing, as by 

8 letters of credit or similar trade credits; 

9 "(mii) sales on open account in cases 

10 where such sales are normal business prac- 

11 tice; and 
"(ix) rescheduling of existing loans; and 

"(B) does not include, a loan for which an 
agreement was entered into before April 20, 1988, 
so long as such a loan is maintained under the 
terms in effect on such date. 
"(4) the term investment in South Africa' 



"(A) a commitment of funds or other assets 

20 (in order to earn a financial return) to a South 

21 African entity, including — 

22 "(t) a loan or other extension of credit 

23 made to a South African entity, or security 

24 given for the debts of an entity; 
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1 "(ii) the beneficial ownership or control 

2 of a share or interest in a South African 

3 entity, or of a bond or other debt instrument 

4 issued by such an entity; or 

6 "(Hi) capital contributions in money or 

6 other assets to a South African entity; or 

7 "(B) the control of a South African entity in 

8 cases in which subparagraph (A) does not 

9 apply. ". 

10 (2) Section 3 of the Act is further amended by— 

11 (A) striking "and" after the semicolon in 

12 paragraph (8)(B); 

13 (B) striking the period at the end of para- 

14 graph (9) and inserting a semicolon; and 

15 (C) adding at the end of such section the 

16 following: 

17 "(10) the terms 'United States person' and 

18 'person subject to the jurisdiction of the United States ' 

19 mean — 

20 "(A) any person, wherever located, who is a 

21 citizen or resident of the United States; 

22 "(B) any person actually within the United 

23 States; 

24 "(G) any corporation organized under the 

25 laws of the United States or of any State, terri- 
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1 lory, possession, or district of the United States; 

2 and 

3 "(D) any partnership, association, corpora- 

4 turn, or other organization, wherever organized or 

5 doing business, that is owned or controlled by per- 

6 sons specified in subparagraphs (A), (B), or (C) 

7 of this paragraph; 

8 "(11) the terms 'goods' and 'technology' have the 

9 meanings given such terms by section 16 of the Export 

10 Administration Act of 1979; 

11 "(12) the term 'goods subject to the jurisdiction of 

12 the United States' includes goods that are the direct 
IS product of technology of United States origin; and 

14 "(13) the term foreign person' — 

15 "(A) means any person who is not a United 

16 States person or subject to the jurisdiction of the 

17 United States, and 

18 "(B) does not include any government or 

19 any agency or other entity or instrumentality 

20 thereof (including a government-sponsored agency) 

21 unless any such agency, entity, or instrumentality 

22 is a business enterprise. ". 

23 (3) The amendments made by this subsection 

24 shall take effect 180 days after the date of the enact- 

25 ment of this Act. 
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1 (e) Negotiations With Employee Organiza- 

2 tionb Regarding Termination of Investment.— A 

3 controlled South African entity, subject to the investment 

4 prohibition under section 301 of the Comprehensive Anti- 

5 Apartheid Act of 1986 (as amended by subsection (a)), that 

6 employs more than 24 South Africans — 

7 (1) shall notify all South African employees and 

8 their employee organizations of such termination of in- 

9 vestment not less than 90 days prior to such termina- 
ls tion; and 

11 (2) shall enter into good faith negotiations with 

12 representative trade unions, particularly those repre- 

13 senting disadvantaged South Africans (or with other 

14 representative worker organizations if there are no such 

15 unions) regarding the terms of a termination. 

16 Negotiations shall include discussions and agreements con- 

17 cerning pension benefits; relocation of employees; continu- 
ity ation of easting union recognition agreements; severance 

19 pay; and acquisition of the terminated business or the busi- 

20 ness assets by representative trade unions, union-sponsored 

21 workers' trusts, other representative worker organizations, or 

22 employees. 
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1 SEC. I PROHIBITION REGARDING INVOLVEMENT IN THE SOUTH 

2 AFRICAN ENERGY SECTOR. 

3 The Act is amended by adding after section 303 (as 

4 amended by section 2 of this Act) the following new section 

5 304: 

6 "RESTRICTIONS REGARDING INVOLVEMENT IN THE 

7 SOUTH AFRICAN ENEROT SECTOR 

8 "8EC. 304, (a) A United States person may not, direct- 

9 ly or through an affiliate, provide transport to South Africa 

10 of a commercial quantity of crude oil or refined petroleum 

11 products. The prohibition under this subsection includes 

12 transport on a vessel of United States registry and transport 

13 on a vessel owned, directly or indirectly, by a United States 

14 person. 

15 "(b)(1) The Secretary of the Interior may not issue any 

16 lease pursuant to the Mineral Leasing Act of 1920, the Min- 

17 eral Leasing Act for Acquired Lands, the Outer Continental 

18 Shelf Lands Act, or the Oeothermal Steam Act of 1970 to 

19 any national of the United States which is controlled by, or 

20 under common control with, any foreign person who — 

21 "(A) purchases, acquires, owns, or holds any in- 
' 22 vestment in South Africa; or 

23 "(B) exports to South Africa, directly or indi- 

24 rectly, any crude oil or refined petroleum products. 

25 "(2) Prior to issuing any lease referred to in paragraph 

26 (1), the Secretary of the Interior shall require an applicant 
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1 for such a lease to certify that the applicant. is not-subject to 

2 the provisions of paragraph (1). ". 

3 SEC 4. PROHIBITION ON NUCLEAR ASSISTANCE TO SOUTH 

4 AFRICA. 

5 Section 307 of the Act is amended to read as follows: 

6 "PROHIBITION ON NUCLEAR ASSISTANCE TO SOUTH 

7 AFRICA 

8 "Sec. 307. Notwithstanding any other provision of 

9 law, the Secretary of Energy shall not, under section 57 b. 

10 (2) of the Atomic Energy Act of 1954, authorize any person 

11 to engage, directly or indirectly, in the production of special 

12 nuclear material in South Africa. ". 

13 SEC. 5. PROHIBITION ON UNITED STATES INTE1J.WENCE AND 

14 MILITARY COOPERATION WITH SOUTH AFRICA. 

15 The Act is amended by striking section 322 and adding 

16 after section 308 the following new section: 

17 "PROHIBITION ON UNITED STATES INTELLIGENCE AND 

18 MILITARY COOPERATION WITH BOUTH AFRICA 

19 "Sec. 309. (a) No agency or entity of the United 

20 States involved in intelligence activities may engage in any 

21 form of cooperation, direct or indirect, with the Government 

22 of South Africa (specifically including the authorities admin- 

23 istering Namibia so long as Namibia is illegally occupied). 

24 The cooperation prohibited by this subsection specifically in- 

25 eludes any activity relating to the collection of intelligence, 



D.uz-ih, Google 



1 including the exchange of intelligence either directly or 

2 through a third country. 

3 "(b) No agency or entity of the United State* may 

4 engage in any form of cooperation, direct or indirect, with the 

5 armed forces of the Government of South Africa. 

6 "(c) Funds authorized to be appropriated or otherwise 

7 made available by the Congress (including funds specified in 

8 a classified schedule of authorizations or appropriations) may 

9 not be obligated or expended by any agency or entity of the 

10 United States for any expenses related to any cooperation 

11 prohibited by this section. 

12 "(d) Consistent with the objectives of this section, the 
IS President should not — 

14 "(1) assign or detail any member of the United 

15 States Armed Forces to serve as, or otherwise perform 

16 the functions of, a defense (or military) attache in 

17 South Africa; or 

18 "(2) accredit any individual to serve as, or other- 

19 wise perform the functions of, a defense (or military) 

20 attache at a South African diplomatic mission in the 

21 United States. ". 

22 SEC 4. MULTILATERAL MEASURES TO UNDERMINE APARTHEID. 

28 (a) Negotiating Authority.— 

24 (1) Section 401(b)(1) of the Act is i 

26 read as follows: 
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1 "(b)(1) The President, or at hit direction, the Secretary 

2 of State, shall, consistent with the policy under subsection 

3 (a), confer with the other industrialized democracies in order 

4 to reach cooperative agreements to impose sanctiona against 

5 South Africa to bring about the complete dismantling of 

6 apartheid.". 

7 (2) Section 401(b)(2) of the Act is amended by 

8 striking "this Act, " and inserting "the Anti-Apartheid 

9 Act Amendments of 1986, ". 

10 (b) United Nations Sanctions.— Section 401(e) of 

11 the Act is amended by striking "It is the sense of the Con- 

12 grass that the President should" and inserting "The Presi- 

13 dent shall". 

14 (c) Limitation on Imposts From and Contract- 

15 ino With Certain Foreign Persons.— Section 402 of 

16 the Act is amended to read as follows: 

17 "limitation on imports from and contracting with 

18 certain foreign persons 

19 "SEC. 402. (a) To the extent that a foreign person takes 

20 significant commercial advantage of — 

21 "(1) any sanction or prohibition imposed by or 

22 under this Act, or 

23 "(2) any sanction or prohibition of another indus- 

24 trialized democracy which is comparable to, and in- 

25 creases the efficacy of, United States sanctions' and 

26 prohibitions under this Act, 
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1 the President shall impose not less than one of the penalties 

2 under subsection (b). 

3 "(b) The penalties which the President may impose 

4 under subsection (a) are: 

5 "(1) Limit the importation into the United States 

6 of any product or service of the foreign person. 

7 "(2) Restrict the foreign person from contracting 

8 tcith departments, agencies, and instrumentalities of 

9 the United States Government. ". 

10 SBC 7. COORDINATOR OF SOUTH AFRICA SANCTIONS; INTER- 

11 AGENCY COORDINATING COMMITTEE ON SOOTH 

12 AFRICA. 

13 The Act is amended by adding after section 606 the 

14 following new sections: 

15 "COORDINATOR OF SOUTH AFRICA SANCTIONS 

16 "SEC. 607. (a) There is established within the Depart- 

17 ment of State a coordinator of South Africa sanctions who 

18 shall be responsible to the Secretary of State for matters per- 

19 taining to the implementation of sanctions against South 

20 Africa, in accordance with the provisions of this subsection. 

21 "(b) The Secretary of State, through the coordinator of 

22 South Africa sanctions, shall — 

23 "(1) lead and coordinate all executive agency ac- 

24 tivities concerning monitoring of compliance with, and 

25 enforcement of, this Act; 
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1 "(2) lead and coordinate monitoring by. appropri- 

2 ate executive agencies of other countries' trade and ft- 

3 nancial flows with South Africa (including economic 

4 relations which may undermine the effects of United 

5 States sanctions); 

6 "(3) assist the Department of Commerce, the De- 
1 partment of the Treasury, and appropriate intelligence 

8 and other agencies in carrying out the functions of 

9 such agencies under paragraphs (1) and (2); and 

10 "(4) annually prepare and submit, on February 1 

11 of each year after 1989, a comprehensive report to the 

12 Congress which — 

13 "(A) describes specific actions taken during 

14 the preceding year by each affected executive 

15 agency to monitor compliance with, and enforce, 

16 the provisions of this Act; 

17 "(B) describes the trade and financial flows 

18 (by commodity, activity, total volume, and value) 

19 during the preceding year between South Africa 

20 and each .of its trading and financial partners, in- 

21 eluding economic relations which may violate sec- 

22 Hon 402 of this Act; 

23 "(C) describes the resources utilized by the 

24 coordinator, the Department of State, and other 

25 executive agencies in carrying out their functions 
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1 under this Act in the preceding year, including an 

2 evaluation of whether suck resources were ode- 

3 quote; and 

4 "(D) provides any recommendations of the 

5 Secretary of State for improving the effectiveness 

6 of the coordinator. 

7 "(c) In carrying out the functions under subsection (b), 

8 the coordinator shall place particular emphasis on activities 

9 related to strategically important trade in oil, coal, comput- 

10 ers, specialized machinery and arms, and to financial credits. 

11 "inter-agency coordinating committee on south 

12 AFRICA 

13 "Sec. 608. (a) There is established an Inter-Agency 

14 Coordinating Committee on South Africa. The Committee 

15 shall coordinate and monitor implementation of this Act. 

16 "(b) The committee shall be composed of — 

17 "(1) the Secretary of State, 

18 "(2) the Secretary of the Treasury, 

19 "(3) the Secretary of Defense, 

20 "(4) the Secretary of Commerce, 

21 "(5) the Secretary of Agriculture, 

22 "(6) the Attorney General, 

23 "(7) the United States Trade Representative, and 

24 "(8) suck other heads of executive agencies with 

25 functions under this Act as the President considers 
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1 The Secretary of State shail he the chairperson of the 

2 committee.". 

3 SEC & INDEPENDENCE OF NAMIBIA. 

4 (a) Additional Measvbe fob Termination of 

5 Certain Provisions of the Act. — Section 311 of the 

6 Act is amended — 

7 (1) in subsection (a) — 

8 (A) in paragraph (4) by striking "and" after 

9 the semicolon; 

10 (B) in paragraph (5) by striking the period 

11 and inserting "; and"; 

12 (C) by adding after paragraph (5) the follom- 

13 ing new paragraph: 

14 "(6) ends the illegal occupation of Namibia and 

15 implements United Nations Resolution 435 which calls 

16 for the independence of Namibia. "; and 

17 (2) in subsection (b) by amending paragraph (2) 

18 to read as follows: 

19 "(2) taken four of the five actions listed in para- 

20 graphs (2) through (6) of subsection (a), and". 

21 (b) Policy Toward the Oovebnment of South 

22 AFRICA,— Section 101(b) is amended— 

28 (1) in paragraph (5) by striking "and" after the 

24 semicolon; 
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1 (2) by striking the period at the end of paragraph 

2 (6) and inserting "; and"; and 

8 (3) by adding after paragraph (6) the following 

4 new paragraph (7): 

5 "(7) end South Africa's illegal occupation of Na- 

6 mibia and implement United Nations Resolution 435 

7 which calls for the establishment of an independent 

8 Namibia. " 

9 SEC ft REPORT ON PROGRAM TO REDUCE DEPENDENCE UPON 

10 IMPORTATION OF STRATEGIC MINERALS FROM 

11 SOUTH AFRICA. 

12 Section 504(b) of the Act is amended by adding at the 

13 end "Not later than April 1, 1989, the President shall submit 

14 to the Congress a report describing the program developed 

15 under this subsection, ' '. 

16 SEC It. PENALTIES. 

IT Effective 180 days after the dale of the enactment of this 

18 Act, section 603(b) of the Act is amended— 

19 (1) in paragraph (2) — 

20 (A) by inserting "(A) " after "(8) "; 

21 (B) by adding at the end of subparagraph 

22 (A) (as so designated by subparagraph (A) of this 
28 paragraph) "and"; and 

24 (C) by adding at the end the following new 

25 subparagraph: 
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1 "(B) any person, other than an individual that 

2 knowingly violate* the provisions of this Act, or any 

3 regulation, license, or order issued to carry out this Act 

4 shall be fined not more than $500,000; and"; and 

5 (2) in paragraph (3) — 

6 (A) by inserting "(A) " after "(3) "; and 

7 (3) by adding at the end the following new 

8 subparagraph: 

9 "(B) any individual who knowingly violates the 

10 provisions of this Act, or any regulation, license, or 

11 order issued to carry out this Act shall be fined not 

12 more than $250,000, or imprisoned not more than 5 

13 years, or both. ". 

14 SEC 11. ASSISTANCE FOR DISADVANTAGED SOUTH AFRICANS 

15 (a) Amendment to Foreign Assistance Act of 

16 1961. — Section 535(a) of the Foreign Assistance Act of 

17 1961 is amended— 

18 (1) by amending paragraph (1) to read as follows: 

19 "Sec. 535. Economic Support for Dibadvan- 

20 taoed South Africans.— (a)(1) Up to $40,000,000 of 

21 the funds authorized to be appropriated to carry out this 

22 chapter and any other economic development assistance ac- 

23 Unities under the Foreign Assistance Act of 1961, for the 

24 fiscal year 1989 and each fiscal year thereafter, shall be 

25 available for assistance for disadvantaged South Africans. 
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1 Assistance under this section shall he provided for activities 

2 that are consistent with the objective of a majority of South 
8 Africans for an end to the apartheid system and the establish- 

4 merit of a society based on nonracial principles. Such activi- 

5 ties may include scholarships, assistance to promote the par- 

6 ticipation of disadvantaged South Africans in trade unions 

7 and private enterprise, alternative education and community 

8 development programs, and training and other assistance (in- 

9 eluding legal aid in challenging government media restric- 

10 tions) for South African journalists.". 

11 (2) in paragraph (2) by striking "programs for 

12 South Africa's trade unionists." and inserting "and 
IS other support programs (including legal assistance) for 

14 trade unions in South Africa and Namibia, including 

15 C08ATU (Congress of South African Trade Unions), 

16 NACTV (National Council of Trade Unions), and 

17 NUNW (National Union of Namibian Workers), their 

18 affiliates, and other viable unions in order to develop a 

19 balanced assistance program which is representative of 

20 the trade union movement. "; and 

21 (3) by adding after paragraph (2) the following 

22 new paragraph: 

23 "(3)(A) Not less than $4,000,000 of the amounts 

24 provided for each fiscal year pursuant to this svbsec- 

25 tion shall be available for programs of refugee educa- 
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1 turn and assistance for South Africans and Nami- 

2 bians. 

3 "(B)(t) Except as provided in clause (it), funds 

4 provided pursuant to this paragraph — 

5 "(I) may not be used for assistance to indi- 

6 viduals who are residing in areas under the con- 

7 trol of or administered by the South West Africa 

8 People's Organization (hereinafter referred to as 

9 'SWAPO') or the African National Congress 

10 (hereinafter referred to as 'ANC'); and 

1 1 "(12) may not be administered through 

12 SWAPO, the ANC, or any other group or indi- 

13 vidual affiliated with SWAPO or the ANC. 

14 "(H) The President may waive any limitation 

15 concerning the African National Congress (ANC) 

16 under clause (i) if the President determines that the 

17 ANC has provided assurances that it does not support 

18 any form of violence against individuals who are not 

19 members of the South African military or security 

20 services actually engaged in military or paramilitary 

21 operations against the ANC or other resistance organi- 

22 zations or if the President determines that it is in the 

23 national security interests of the United States. ". 

24 (b) EFFECTIVE Date. — The amendments made by 

25 subsection (a) shall take effect October 1, 1988. 
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1 SEC 12. SENSE OF CONGRESS REGARDING ANTFFRVST INYESTI- 

2 GATION OF SOUTH AFRICAN DIAMOND CARTEL 

3 AND STUDY OF DIAMOND ORIGINS. 

4 It it the sense of the Congress that — 

5 (D the President should direct the Attorney Gen- 

6 oral of the United States to conduct an investigation of 

7 the South African-controlled international diamond 

8 cartel in order to ascertain if any enforcement action is 

9 appropriate under the antitrust laws of the United 

10 States; and 

11 (2) the President should direct the Secretary of 

12 Commerce and the Commissioner of Customs to con- 

13 duct a study to determine the feasibility of identifying 

14 at port of entry, without harm to producers and proces- 

15 sors of diamonds outside of South Africa, the national 

16 origin of diamonds entering the United States. 

17 SEC 13. STUDY OF MEASURES TO REDUCE SOUTH AFRICA'S 

18 FOREIGN EXCHANGE EARNINGS FROM GOLD. 

19 (a) STUDY. — In consultation with other industrialized 

20 nations and international financial institutions, the Presi- 

21 dent shall conduct a study of possible actions by the United 

22 States to reduce the foreign exchange earnings of South 

23 Africa which accrue through sales of gold. The President 

24 shall consider possible international and domestic conse- 

25 quences of any course of action and shall evaluate mecha- 
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1 nisms to avoid or minimize any advene effects on the United 

2 States gold mining industry. 

3 (h) Report.— Not later than 180 days after the date of 

4 the enactment of this Act, the President shall submit to the 

5 Congress a report of the findings of such study. 

6 SEC. 14. SENSE OF CONGRESS REGARDING SOUTH AFRICAN 
1 CONSULATES AND APPROVAL OF VISAS. 

8 It is the sense of the Congress that — 

9 CV South Africa has effectively banned 19 major 

10 anti apartheid organizations, forbade the major trade 

11 union federation, C08ATU, from engaging in politi- 

12 cal activities, and denied permission for travel to the 
IS United States to numerous South Africans; 

14 (2) the repression by South Africa of domestic 

15 and foreign media has prevented the free flow of infor- 

16 motion essential to the advance of any national dia- 

17 logue between the government and the nonwhite majori- 

18 ty which actively opposes apartheid, and has restricted 

19 the ability of the foreign press to report developments 

20 in South Africa; 

21 (3) the President should immediately close two of 

22 South Africa's consulates general, eliminate all honor- 

23 ary consuls which South Africa has in the United 

24 States, and forbid South Africa to expand the staffing 
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1 of its embassy beyond the level of January 1, 1988; 

2 and 

3 (4) approval of temporary United States visas, es- 

4 pecially to South African government personnel, should 

5 be granted on a case-by-case basis only after close 

6 scrutiny of the South African Government's record of 

7 allowing South African citizens, particularly those who 

8 are ■members of anti-apartheid organizations, to travel 

9 to the United States. 

10 SEC. IS. REPORT ON SOUTH AFRICA'S INVOLVEMENT IN INTER- 

11 NA TIONAL TERRORISM. 

12 Not less than 90 days after the date of the enactment of 

13 this Act, the Secretary of State shall prepare and submit a 

14 detailed report to the Committee on Foreign Affairs of the 

15 House of Representatives and the Committee on Foreign Re- 
IB lotions of the Senate concerning the extent to which, if at ail, 

17 the Government of South Africa has been involved in or has 

18 provided support for acts of international terrorism, 

19 SEC 1$. TECHNICAL AND CONFORMING AMENDMENTS. 

20 (a) Amendments to the Table of Contents.— 

21 (1) The table of contents in section 2 of the Act is 

22 amended by amending the items relating to title III to 

23 read as follows: 
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"Shi. 303. PnkOUion of exporU to South Afrita fnm the United Btotec 

"8k. SOL Reetrictioni regarding tnoofoemenl in the South Africa* energy lector. 

"8tc. 90S. Prehibitumi on loom to At Government of South Africa. 

"Bee 306. Prohibition on air transportation with South Africa. 

"Sec. 307. Prohibition on nuclear trade with South Africa. 

"See. 308. Government of South Africa bank amount*. 

"Boo. 309. Prohibition on United Biota intelligence and Military cooperation with 

South Africa. 

"Bee Sll. Termination of certain pronieiont. 

"Bee 312. Policy toward molenee or terrorism. 

"Btc. 313. Termination of lax treaty and protocol 

"Sec 314. Prohibition of United Statei Government procurement from Booth 

"Bee. 315. Prohibition on the promotion of United State* tourism in South Africa. 
"Bee. SIS. Prohibition on United Btatoe Government assistance to, involvement in, 
or tubsidy for trade with. South Africa. ". 

1 (2) The table of contents in section 2 of the Act is 

2 further amended — 

3 (A) by striking the item relating to section 

4 21.2; 

5 (B) by amending the items relating to sec- 

6 turns 402 and 502, respectively, to read as 

7 follows; 

"Sec 402. Limitation on imports from and contracting with certain foreign per- 
v of the Council 

8 (C) by adding after the items relating to sec- 

9 Hon 606 the following items; 

"Sec 607. Coordinator of South Africa sanctions. 

"Sec 608. tnter-agency coordinating committee on South Africa. ". 

10 (b) Conforming Amendments to the Act. 

11 (1) Section 602(a)(1) and 602(b)(1) of the Act 

12 are amended by striking "318(b), ". 
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1 (2) Section 602(c) is amended by striking para- 

2 graph (2) and redesignating paragraphs "(3)" and 

3 "(4)" as paragraphs "(2)" and "(3)", respectively. 

4 (3) Section 603(b) of the Act is amended by strik- 

5 ing paragraph (4). 

6 (4) Section 603(c) of the Act is amended by strik- 
1 ing paragraph (2) and by redesignating paragraph 

8 "(3)" as paragraph "(2)". 

9 (5) Section 501(c) of the Act is amended— 

10 (A) by inserting "or other measures" after 

11 "additional measures"; and 

12 (B) by striking paragraph (2) and redesig- 

15 noting paragraphs (3) and (4) as paragraphs 
14 "(2) " and "(3) ", respectively. 

16 (6) Section 502 of the Act is amended to read as 

16 follows: 

17 "reports on vnited states imposts from member 

18 states of the council fob mutual economic 

19 assistance 

20 "Sec. 502. Beginning 30 days after the date of the 

21 enactment of this Act, and every 30 days thereafter, the 

22 President, through the Secretary of Commerce, shall prepare 

23 and transmit to the Congress a report setting forth the aver- 

24 age amounts of imports of coal or any strategic and critical 

25 material entering the United States from each member coun- 
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1 try and observer country of the Council for Mutual Econom- 

2 ic Assistance (C.M.E. A.).". 

3 (c) EFFECTIVE DATS. — The amendments made by this 

4 section shall take effect 180 days after the date of the enact- 

5 ment of this Act. 

6 SBC 17, EFFECTIVE DATE. 

7 Except as otherwise provided, this Act and the amend- 

8 menti made by this Act shall take effect on the date of the 

9 enactment of this Act 
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Our witnesses today are Howard Wolpe of Michigan; R. Richard 
Newcomb, director, Office of Foreign Assets Control, Treasury, ac- 
companied by William J. McFadden, deputy director, Office of 
International Banking and Portfolio Investment; Charles W. Free- 
man, Jr., deputy assistant secretary for African Affairs, Depart- 
ment of State; and Cecelie Blakey, political director, TransAfrica, 
all of whom will answer any questions Members may have. 

At thiB time I recognize our ranking Member, Mr. Wylie, for an 
opening statement. 

Mr. Wylie. Thank you very much, Mr. Chairman. 

I want to thank our witnesses for appearing here this morning, 
particularly our colleague Congressman Wolpe. 

It is with great reluctance we must again consider sanctions leg- 
islation against South Africa. But it is clear that the lack of 
progress toward ending apartheid in South Africa during the last 2 
years has made consideration of this kind of legislation inevitable. 

I supported the sanctions legislation in 1985 and 1986 because, as 
I said at that time, South Africa is the only country where racism 
is institutionalized by law and supported by the government. Such 
a system cannot and should not be allowed to continue, particular- 
ly with the economic support of the United States. 

The legislation we approved did impose tough economic sanc- 
tions, but more significantly, the United States signaled its inten- 
tions to the South African Government. The black majorities there 
and the world at large said it would no longer tolerate the apart- 
heid system and, if necessary — and it was — we would use our eco- 
nomic resources to see it end. 

The question before us now is whether or not we should continue 
the policy of using economic sanctions as the best means of ending 
apartheid. Continuing the policy raises a number of difficult policy 
questions to which there are no easy answers. 

For example, have the black majorities been helped or hurt by 
the sanctions policy. Will it have the effect of concentrating eco- 
nomic power in those who support apartheid? Does the situation 
warrant tough new sanctions? Finally, is it wise to unilaterally 
take action at this time without consulting our allies? 

These are difficult questions and perhaps we can shed light on 
these issues this morning. 

Mr. Chairman, let me conclude by saying that I am inclined to 
support this legislation because of the lack of progress in the past 
and because I believe real progress does not lie ahead. Neverthe- 
less, I remain concerned that this bill goes too far in some respects 
and in order to receive truly bipartisan support, some moderation 
will be necessary. 

Thank you very much, Mr. Chairman. 

The Chairman. Thank you, Mr. Wylie. 

At this time, the Chair recognizes — any other Members who wish 
to be recognized? 

Ms. Oakar. Mr. Chairman. 

The Chairman. Ms. Oakar. 

Ms. Oakar. I want to compliment the distinguished subcommit- 
tee chairman Mr. Wolpe, and Mr. Dellums, who has a magnificent 
statement — I know he couldn't be here. 
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Mr. Chairman, I am delighted to see that Members understand 
that our committee has jurisdiction over the portion of the bill, this 
very important portion related to the prohibition of loans and 
other elements of credit to South Africa. I think our committee has 
a very important role to play, and I support this bill and the efforts 
of you, Mr. Chairman, and Mr. Wolpe and Mr. Dellums. 

The Chairman. If there be no objection, at the conclusion of the 
statement and the questions and answers of Chairman Wolpe, we 
will place into the record the entire statement of our colleague, Mr. 
Dellums, who submitted a statement for entry into the record. 

[The prepared statement of Hon. Ronald Dellums can be found in 
the appendix.] 

We will now recognize the distinguished Chairman of the For- 
eign Affairs Subcommittee, Mr. Wolpe, for a statement. Then we 
will have a short series of questions and answers, I assume. 

STATEMENT OF HON. HOWARD WOLPE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 

Mr. Wolpe. Thank you very much, Mr. Chairman. Let me ex- 
press my appreciation to you, first of all, for your expeditious con- 
sideration of this legislation and for the opportunity to testify 
today. 

There is no question that my Subcommittee on Africa has spent 
a great deal of time on the broad subject of South African policy. 
We did not come to recommend the legislation that is now before 
you very lightly. We recognize it is very far-reaching legislation. A 
lot of deliberation went into its development. 

Extensive analysis of what brought us to this point is contained 
in a rather lengthy paper that is being distributed to the Members 
of the committee. I will provide a much more shortened testimony 
this morning, and will be glad to respond to your questions. 

There is a terrible tragedy in the making in South Africa. A 
blood-bath looms, and all of us are threatened by its consequences. 
The human costs of a prolonged and violent struggle in South 
Africa are incalculable both in terms of treasure and of lives — 
black and white — that it will consume. And the struggle for libera- 
tion in South Africa will increasingly affect the United States and 
the Western World. 

We cannot run and we cannot hide from the struggle or its con- 
sequences. All of our rationalizations for inaction will ring increas- 
ingly hollow and will only fuel racial division and conflict in Amer- 
ica and throughout the world. For it is the doctrine of white su- 
premacy, of racism, that provides the only reason and justification 
for the apartheid regime. 

People of color understand that very clearly, whether they live 
in America, in Africa, or elsewhere. They also see through, just as 
clearly, all of the subterfuges that are devised to rationalize the ac- 
commodation that the United States, the Western World and, in its 
cartel-like relationship with the South African diamond industry, 
even the Soviet Union has made with the apartheid regime. 

The simple truth of the matter is that apartheid exists because it 
is enormously profitable to South Africa's ruling minority. All of 
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the elements of the apartheid system contribute to one objective: 
the preservation of white minority privilege. 

In an important sense, South African society operates as one vast 
slave plantation. Blacks have little control over their own destinies. 
They cannot freely determine either where they live or the condi- 
tions under which they work. They have no importance to the 
white minority except as a pool of cheap labor required to keep 
South African mines and economy going and the white minority 
prospering. 

That is why anti-sanctions advertisements such as the one spon- 
sored by the South African Business Council that appeared recent- 
ly in the Washington Post, in which a picture of a zebra was pre- 
sented with a caption that read, "Shoot it in the white and the 
black dies with it," can only be characterized as obscene. What 
that ad reveals is that some of the principal beneficiaries of apart- 
heid, the white South African business interests for whom apart- 
heid has been so enormously profitable, are hiding behind the vic- 
tims of apartheid in their effort to resist stronger economic sanc- 
tions and to preserve their profits. 

Those who call for new sanctions against South Africa are not 
unaware that such measures as a trade embargo and disinvestment 
will affect South Africa's black majority. Clearly, increased eco- 
nomic pressure against apartheid will mean economic costs for the 
black population. 

But, as Bishop Tutu, Reverend Boesak, and key South African 
trade union leaders have repeatedly stated, the short-term costs of 
economic sanctions will be far less than the long-term costs — in 
terms not only of economic hardship but of loss of lives — of a pro- 
tracted violent liberation struggle. The only way that this kind of 
struggle can be averted is by a decision of the white minority to 
abandon apartheid and to negotiate with the black majority the 
transition to a new and democratic political order. 

Whatever the costs of sanctions to the black majority, the costs 
to the privileged white minority will be far greater, and it is pre- 
cisely for this reason that the South African Government and busi- 
ness community are so determined to defeat this effort to impose 
new sanctions. 

The harsh reality is that no regime in the history of the world 
has ever voluntarily relinquished power, and there is no reason to 
believe that the white minority of South Africa is somehow unique 
in this respect. 

The current regime will give up itB monopoly of power, will 
abandon apartheid and sit down to negotiate a new democratic po- 
litical system with the country's black majority only when it con- 
cludes it has more to lose than to gain by trying to hold on to the 
apartheid system. Anything we in the United States or the interna- 
tional community do that signals to the white minority that it can 
continue to operate as a totalitarian, repressive state without fun- 
damental economic costs and deepening international isolation will 
only prolong the struggle. That, in turn, will mean increased polar- 
ization inside South Africa, much greater violence and bloodshed, 
and far greater risks for the United States and the Western World. 

We have vital interests in South Africa, and widening regional 
conflict and instability will imperil those interests. That is why we 
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need now, rather than later, to do everything we can to help create 
the conditions for regional peace and stability. 

Many American corporations have withdrawn in recent years, 
some because the profitability of their companies in South Africa 
declined precipitously, others because of their concern about the 
domestic consequences of their continued involvement in South 
Africa, and still others because they concluded that their presence 
in South Africa was doing more to sustain than to end apartheid. 
This voluntary disinvestment, together with the limited economic 
sanctions that have been imposed, has had a real impact on the 
South African economy and political system. 

Lest this be in doubt, listen to these words of Gerhart deKock, 
Governor of the South Africa Reserve Bank, who on September 11, 
1987, stated: "The basic underlying problems that threaten to iso- 
late us from the rest of the world have not yet been solved. The 
outflow of capital, the emigration of skilled people, the large dis- 
count on the financial rand, and the decline in fixed and inventory 
investment, are all sending us messages that we should heed. 

"They are telling us that, whatever improvements we bring 
about in our short- and long-term economic strategies, we must 
first and foremost convince both the outside world and ourselves 
that we are continuing on the road of peaceful and constitutional 
reform." 

I understand that some bankers have raised questions about the 
provision of H.R. 1580 that prohibits further rescheduling of South 
African loans. They argue that rescheduling helps ensure some re- 
payment and therefore increases the financial burden on South 
Africa. But, in reality, the apartheid regime's economic and politi- 
cal benefits from rescheduling far exceed their costs. 

"It's a great day for South Africa," exclaimed South African Fi- 
nance Minister Barend de Plessis when the most recent reschedul- 
ing agreement was signed in March, 1987. In the first place, re- 
scheduling opened the way for hundreds of millions of dollars of 
new medium- and long-term loans from Swiss, German and other 
banks, and for even larger amounts of trade credits which are the 
lifeblood of the South African economy. 

Second, the rescheduling agreement was perceived by South Afri- 
can businessmen and political leaders as an international vote of 
confidence in the viability and stability of the apartheid regime, as 
a statement of faith in its ability to repay debts despite unrest. It 
encouraged fearful local businessmen and hard-pressed officials to 
go forward with "business as usual." 

As one South African economic commentator wrote at the time, 
"To Pretoria the debt agreement signaled a major shift in the per- 
ceptions and attitudes toward South Africa of some of the world's 
biggest and most influential banks. In short, the arrangement took 
the sting out of the most damaging sanction yet imposed on South 
Africa by Western industrialized nations. . . At home it added to a 
mood of euphoria." 

Mr. Chairman, there has been no sanction against South Africa 
more powerful than when the United States and then Western 
banks cut off all credit in 1985 and demanded immediate repay- 
ment on current loans. The government was stunned. It quickly de- 
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creed the abolition of the hated pass book system and restored citi- 
zenship to about 2 million black South Africans. 

When the banks relented, and were about to enter into a re- 
scheduling agreement, the Nobel Laureate, Bishop Desmond Tutu, 
Reverend Alan Boesak, a founder of the largest political organiza- 
tion in South Africa, the United Democratic Front, and Reverend 
Beyers Naude, general secretary of the South African Council of 
Churches, publicly pleaded for 'international and domestic finan- 
cial leverage to be applied to minimize further bloodshed and struc- 
tural damage." 

"Consequently," they said, "We request of the banks participat- 
ing in the rescheduling negotiations that rescheduling of South Af- 
rica's debt should be made conditional upon the resignation of the 
present regime and its replacement by an interim government re- 
sponsive to the needs of all South Africa's people." 

I was very pleased, Mr. Chairman, that you and several col- 
leagues on this committee, including Mr. Leach, Mr. Bereuter, and 
Mr. Roemer, joined the speaker, the chairmen of the Foreign Af- 
fairs Committee and the Black Caucus, and other Members at the 
time in writing the major U.S. banks urging them to make any re- 
scheduling conditional upon negotiations with the black majority 
for a democratic system and concrete steps toward the dismantling 
of apartheid. 

When the current, more generous rescheduling agreement was 
signed last year, Archbishop Tutu declared that the international 
banks had done black South Africans "a great disservice" by ex- 
tending credit to the government without extracting guarantees 
that apartheid would be eliminated. He said it appeared that the 
country's creditors had adopted a softer attitude toward South 
Africa as a direct result of the government's "strong arm tactics." 
He said, "These international bodies are prolonging the misery of 
blacks." 

Mr. Chairman, Archbishop Tutu's conditions for rescheduling are 
similar to the conditions for lifting sanctions in H.R. 1580. Arch- 
bishop Tutu supports this bill and I hope the committee will do the 
same. 

Let me add that an exemption for rescheduling would be com- 
pletely inconsistent with the purpose of this legislation, which is to 
mobilize comprehensive international economic sanctions against 
South Africa. To put it bluntly, the purpose of this bill is to deprive 
South Africa of its foreign exchange so that it can't participate in 
rescheduling or any other international banking transactions. 

That concludes my formal statement, Mr. Chairman. I appreciate 
your indulgence, and are pleased to respond to questions that you 
or Members may have. 

The Chairman. Thank you, Chairman Wolpe, you presented a 
thorough and clear statement. Your sincerity came through to us. 
You also did take the time, knowing full well that that would be an 
item of major discussion since the major banks around the country 
have been on the telephones. 

Mr. Wolfe. I have heard. 

The Chairman. Doing their lobbying. And their argument, inci- 
dentally, is if we were to prohibit rescheduling of existing loans, it 
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would mean a windfall to South Africa because they say the U.S. 
creditors would then have to sell existing debt at discounts. 

Has your committee uncovered any evidence of the fact that this 
would occur or that this has been threatened, or that the South Af- 
rican Government would in reality default on loans when resched- 
uling is refused, and knowing full well this would affect their 
standing in the international financial community? 

Mr. Wolpe. You have given direct rebuttal to the argument that 
has been made. Mr. Chairman, this is one situation in which we 
actually do have empirical experience. There was this previous epi- 
sode in 1985; it was very clear at that point that there is nothing 
that the government feared more than the absence of a reschedul- 
ing agreement to be reached, because they were clearly aware that 
the failure of the international banking community to accept re- 
scheduling would be to really lessen very dramatically business 
confidence, both internally within South Africa and externally, in 
the apartheid regime's ability to continue to function. 

That is why they wanted to achieve rescheduling. I hope we will 
not give them that gift this time. 

The Chairman. Mr. Wylie? 

Mr. Wylie. Thank you, Mr. Chairman. 

That is the troublesome part of this bill to me, the issue of re- 
scheduling. You have emphasized that, and the chairman honed in 
on that right away. The Treasury will testify a little later on, I 
think, that the rescheduling part of this sanctions bill could cause 
the U.S. banks to sell nearly $2.8 billion in existing loans, which 
they say will provide a windfall for the South African Government 

It comes from the Treasury, too, not just the banks. You have 
some indication that that is not an accurate appraisal of the situa- 
tion? 

Mr. Wolpe. Certainly, some of the loan portfolio could be sold 
off. It is true in the short term, there could be short-term South 
African beneficiaries of that. 

The fact of the matter is that decision to deny rescheduling by 
the United States will have dramatic consequences for the confi- 
dence for the remainder of the international financial community, 
and the likelihood that South Africa will be able to achieve contin- 
ued credit in other banks in other countries will be diminished be- 
cause of their understanding of the relationship between a resched- 
uling denial and the impact upon long-term business investor confi- 
dence and the banking financial community confidence in their 
own government that the South African Government so bitterly re- 
sisted this element of the legislation and in the past was so deter- 
mined to try to negotiate a rescheduling arrangement. 

Mr. Wylie. Is it your position that the intent of the bill would 
not be achieved if we continued to allow rescheduling, as long as no 
new funds were put into South Africa? 

Mr. Wolpe. It would certainly weaken substantially the overall 
thrust and effort of this legislation. Let me say something else, Mr. 
Wylie. Let's not kid ourselves. The banking community here obvi- 
ously has its own interest in coming forward here. 

I am not unsympathetic. I wish there were a way that it were 
possible to add to the pressures on the regime and on the South 
African economy that would not at the same time add cost or in- 
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convenience to elements of the American business community that 
are doing business in South Africa. 

Just as I wish it were possible to add to the cost upon the regime 
and the white minority that impose apartheid without adding col- 
lateral cost to the victims of apartheid, the black majority. There 
simply is no way to do that. You can't segregate that. 

As we have discovered, many other situations around the world 
when economic sanctions have been imposed, we have understood 
in advance that there will be inconvenience created for elements of 
our own business community, costs involved for the populations af- 
fected in countries against whom sanctions are imposed. 

But we have always understood that at times sanctions are criti- 
cal as a means of adding pressure on the government to change its 
long-term policies, and also as a means of disassociating the United 
States from those regimes. 

I wish it were otherwise, but I don't think there is in this in- 
stance an easier kind of approach that can be taken. 

Mr. Wylie. It is your position that the rescheduling, previous re- 
scheduling was the catalyst by which funds flowed in from other 
industrialized countries into South Africa? 

Mr. Wolfe. It is fascinating to read the South African newspa- 
pers and media at that point in time. The impact of earlier deci- 
sions taken by the international community and concern that the 
South Africans were beginning to manifest the growing reschedul- 
ing campaign. That decision altered the political climate in South 
Africa. 

It was heralded as a major victory for the apartheid regime. 

Mr. Wylie. You are an impressive witness. Obviously, very 
knowledgeable. 

The Chairman. When you held hearings, your committee, on this 
legislation, you did have witnesses appear to testify on this particu- 
lar section? 

Mr. Wolpe. We did have witnesses appear. 

The Chairman. Would you introduce your staff? 

Mr. Wolpe. Dr. Steven Weissman, the staff director for the Sub- 
committee on Africa. 

The Chairman. Could Dr. Weissman answer the question? Which 
witnesses did you have testify on this particular sanction, the re- 
scheduling? 

Mr. Weissman. Roger Odell, from the Overseas Development In- 
stitute in England, leading prominent authority, testified. 

The Chairman. Who else? 

Mr. Weissman. Merrill Lipton from the Investor Research Re- 
sponsibility Center testified about this section. 

The Chairman. Did Treasury and State testify? 

Mr. Weissman. Treasury, Commerce and State testified before 
the committee. 

The Chairman. How about any of the trade associations? 

Mr. Weissman. No. They did not. However, American business 
submitted a list of witnesses, many of whom where from South 
Africa. They also testified before the subcommittee. 

The Chairman. Did you have any testimony against — other than 
from State and Treasury — against this section? 

Mr. Weissman. No. 
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Mr. Wolpe. Of course, there were other witnesses that testified 
against the legislation generally as a broad and 

The Chairman. Did the ABA request an opportunity to testify? 

Mr. Wolpe. No. 

The Chairman. Or any of the banking community? 

Mr. Wolpe. No. 

The Chairman. Thank you. 

Mr. Gonzalez? 

Mr. Gonzalez. Mr. Chairman, you anticipated one part of what I 
was going to ask. One question I was going to ask, when the legisla- 
tion previously was presented to the Congress, did this committee 
have reference to it at any time? If I recall, this is a first-time, or is 
it not? 

The Chairman. In my opening statement, I outlined that legisla- 
tion has come through this committee in the past addressing this 
problem. 

Mr. Wolpe. If I may also add, at that point the committee did 
have a hearing. The same provision was in the legislation at that 
point, and this committee did not object. 

Mr. Gonzalez. At that time, did we have industry spokesmen, 
ABA and others? 

The Chairman. I would have to reserve on that. 

Mr. Gonzalez. I was concerned about it. Actually, you say, Mr. 
Congressman, that on the last occasion when the rescheduling item 
or issue appeared, how was that resolved? What happened? 

Mr. Wolpe. What happened initially — the banks had indicated 
they were not going to make further credit available. Negotiations 
ensued. At that point, in the course of those negotiations, we re- 
ceived an urgent entreaty from Reverend Boesak, Bishop Tutu and 
Reverend Beyers Naude that the banks should hang tough, that 
there should be a serious effort at negotiations and any reschedul- 
ing agreement into the regime should have conditions. 

The Chairman. The point is that absent the section in the legis- 
lation before us, the banks were not prohibited from rescheduling, 
and they in fact did reschedule over the objections of many people, 
including a number of Members of Congress, the Foreign Affairs 
Committee and the Banking Committee. 

Mr. Gonzalez. That answers the question. What about the inter- 
national banking community, the BIS, for instance, the Bank for 
International Settlements? What has been their role in this kind of 
legislation, if any? 

In other words, if what we mandate amounts to an American 
bank unilateral withdrawal, what about these other countries, 
from Israel to England? 

Mr. Wolpe. There is a mandate within the body of this legisla- 
tion that the President sit down with leaders of the industrialized 
nations and work to multilateralize sanctions we would be impos- 
ing in this bill. That is an important next step that needs to be 
taken. 

Unfortunately, the administration at this point has actively re- 
sisted that process when it used its veto in the United Nations 
against a resolution that would have taken over at the internation- 
al level sanctions we had already imposed. 
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Mr. Gonzalez. I think that is the crux of the matter here. We 
have no means of reaching extraterritorial or other sovereign enti- 
ties and compelling action on their part. I think you answered the 
question, and 1 want to thank you, and also for your great contri- 
bution. 

The Chairman. Mr. Annunzio, any questions? 

Mr. Annunzio. No. 

The Chairman. Mr. Neal? 

Mr. Neal. I want to say I appreciate Mr. Wolpe's testimony and 
his dedication to this issue over the years. You are really quite an 
inspiration, I will say, in your dedication to try to bring about 
meaningful reform and generating opposition to this abhorrent, 
racist regime. 

I will have to say I have supported the sanctions consistently, 
but I do so knowing that they are not going to work. There is no 
evidence in my experience, to my knowledge, and no time in our 
history when sanctions have achieved what we set out to achieve. 
They didn't work against Cuba. They don't work against Nicara- 
gua. They have not worked against South Africa. 

There is no example of where sanctions work. It seems to me 
what we are doing here is expressing our outrage at this regime, 
and I don't want to denigrate that. I think that is very important 
in its own right. But we will be kidding ourselves if we think that 
the imposition of sanctions will bring about meaningful change. 

Mr. Wolfe. Mr. Chairman, could I respond to Mr. Neal? Let me 
say, first of all, I do appreciate your kind remarks at the outset. I 
have a very different view of that. I think that there is a lot of evi- 
dence to the contrary, not only with respect to other nations 
around the world, but even with respect to the effective sanctions 
already inside South Africa. 

Let me speak to both briefly. There are some studies that have 
been done that have taken a hard look at the effectiveness of sanc- 
tions applied internationally. I would be glad to make available to 
you that. The studies reveal there are many sanctions that have 
not worked, and also that have had the intended effect. 

Let me mention some of those: The sanctions imposed against 
the Rhodesian regime. If you talk to anyone involved in the libera- 
tion struggle there, they will tell you the sanctions had an enor- 
mous effect in creating isolation in the regime and bolstering those 
demonstrating against the white supremacist regime. 

Look at the Soviet Union. I don't think there is any question 
that it is the Soviet Union's desire for a different kind of economic 
relationship with the Western world and for freeing up the inhibi- 
tions on trade and economic activity that has been a factor in com- 
pelling a different view toward emigration, toward Jewish and 
other dissident elements within the Soviet Union. 

I don't know anyone who thinks that it is not the economic con- 
cern of the Soviet Union that is prompting much of that kind of 
human rights discussion and activity. 

Mr. Neal. May I just ask you to expand on that, because if I am 
wrong, I want to learn about it. Just looking at the Soviet Union, 
isn't it true that after the passage of the Jackson- Vanik language 
that emigration of Jewish people declined dramatically? In fact, it 
has stayed at an historically low level ever since. 
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Mr. Wolpe. I am glad you raised that. It raised a significant 
question. Sanctions should not be viewed as a quick fix. You are 
trying to design a medium- to long-range strategy. In the first in- 
stance, the response of any people to create pressure is defensive. 
Of course, there will be initially a defensive response. 

But at the same time, that increased pressure over time begins 
to have real impact, and it has had an impact on the Soviet Union. 
It had that impact on the Zimbabwe struggle. It is having that 
impact on the South African struggle. I don't know anyone who 
will tell you that that was not the reason for this distinguished 
body of Afrikaners now, including Afrikaner business folks and 
people among the leadership in the Afrikaner community, for sit 
ting down with the leaders of the African National Congress in 
Senegal not many months ago. It is because of the growing sense of 
deepening international isolation and a growing sense of the lack 
of economic viability of the apartheid regime in the long term, that 
is promoting the fragmentation of the white community. This has 
lead many whites to take new risks and undertake new initiatives 
that in the previous year would have been unheard of inside South 
Africa. 

I think you have the testimony of the African Government 
spokesmen themselves that have talked of the concern they have of 
the failing nature of their economy, that is not able to grow rapidly 
enough to accommodate the needs of the future. 

They are talking in South Africa about the necessity of major 
kinds of economic reform. There is too much concrete, empirical 
evidence. My question has yielded a number of responses. 

Mr. Neal. I would appreciate it if you would share those studies 
with me. I would love to see them, because I would love to learn I 
am wrong about this. It is certainly a question that will be with us. 

[The information referred to above can be found in the appen- 
dix.] 

Mr. Wolpe. Could I make one last brief remark, Mr. Neal? I cer- 
tainly want to add something else. Sanctions in and of themselves 
will not bring down apartheid. We ought to be under no illusions 
on that score. Sanctions are a means of adding to the cost the 
regime must bear for imposing the apartheid system. They are a 
means of reinforcing the internal pressures building inside the soci- 
ety that in the final analysis will be more determinative of final 
change inside South Africa. 

Mr. Annunzio. I appreciate my colleague yielding. I want to 
make this point on sanctions for the record. We passed the Gold 
Bullion Coin Act in this Congress that came out of this committee, 
The purchase of the gold Krugerrand of South Africa is prohibited 
now in this country. Although we passed legislation creating an 
American gold coin, the Krugerrand still continues to sell well 
versus the American gold coin in international markets. 

I want to place that in the record on sanctions. I think you have 
answered it a moment ago when you said that sanctions are not 
the total resolution of the problem, but it takes time. 

I do want to state for the record that the Krugerrand is still sell- 
ing well against the American gold coin in international markets. 

The Chairman. Mr. Shumway? 

Mr. Shumway. Thank you, Mr. Chairman. 
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Mr. Wolpe, I admire the tenacity that you have demonstrated on 
this issue and the sincerity with which you have made your re- 
marks this morning. But I really cannot conceal my disdain for 
this bill. I think it is a very wrong and a very short-sighted ap- 
proach to a problem we all recognize, is a difficult problem for all 
of us. 

I think the bill is designed to victimize a very important ally of 
the United States. It could have the effect of bringing down all the 
southern continent of Africa, 16 nations and over 150 million 
people. From a foreign policy point of view and a long-term point of 
view, I think that is not in the best interest of the United States. 

Let me ask you two questions, though. I understand that there 
are a substantial number of small investors, as well as institutional 
investors who hold assets in South Africa. One of them is the Cali- 
fornia State Teachers Retirement System, from my own State, 
which holds American depository receipts based on shares and for- 
eign companies doing business in South Africa. 

The total amount of these already in the United States prior to 
the imposition of sanctions against new investment in 1986 is in 
the billions of dollars. Do we know how much money is at stake 
here, and who owns these assets? 

I also understand that 7 percent of the portfolio of the California 
Teachers Retirement Fund, or some $2 billion out of $23 billion is 
in companies, United States and foreign, doing business in South 
Africa. Can you tell us how much is in these ADRs as we talk 
about them and who owns them? 

The Chairman. Congressman Wolpe, if you would like, since you 
have your — is he your staff director? 

Mr. Wolpe. We can provide that for the record. 

The Chairman. All right. 

[The information referred to above can be found in the appen- 
dix.] 

Mr. Wolpe. Mr. Weissman has that at his fingertips. 

Mr. Weissman. The Securities and Exchange Commission did a 
study 2 years ago that stated the approximate number of holders of 
the securities were 200,000, and 80 percent individuals, 20 percent 
institutions. The amount was approximately $2.5 billion worth of 
these securities. 

Mr. Shumway. Whatever the amount may be, it is troublesome 
to me that we are taking an action that could confiscate the value 
of those assets, because we are forcing them to be sold at prices not 
marketable in a 6-month period. 

It could be the source of considerable litigation and financial 
claims filed againBt the U.S. Government and U.S. taxpayers. Have 
you considered that ramification of doing what we are doing? 

Mr. Wolpe. These holdings can be sold. There is up to a year 

Mr. Shumway. Sold at what price? Within a 6-month period, ob- 
viously it is not going to come in 

Mr. Wolpe. Of course. But it can be sold. To be held on to these 
holdings is a way of elevating the price and providing major sup- 
port and assistance to South Africa's economy. There is no cost-free 
means of accomplishing the objective here that needs to be accom- 
plished. 
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I wonder if I can respond briefly, Mr. Shumway, to the other 
brief introductory remark? 

Mr. Shumway. I wasn't asking for a response to that. I have lim- 
ited time. I want to know if you can tell me about your feeling 
about violating this clause, forcing the selling of assets at obviously 
less than market value. 

Mr. Wolpe. All economic sanctions would have that effect, in- 
cluding the disinvestment in Libya, There is nothing novel about 
the sanctions imposed in this legislation. They have been imposed 
elsewhere in different ways against many different countries. 

Your question goes to the issue of sanctions generally. 

Mr. Shumway. Under this bill, is it legal for a U.S. citizen to 
hold South African currency? 

Mr. Wolpe. The legislation refers to securities. It says nothing 
specifically about currency. 

Mr. Shumway. Can a U.S. bank do foreign exchange transactions 
involving Rand without being liable for penalties under this Act? 

Mr. Wolpe. The administration could determine that through 
regulations. 

Mr. Shumway. It is not addressed in the bill? How about ex- 
change and traveler's checks? 

Mr. Wolpe. Again, it would be handled by regulations. It is not 
specifically addressed. 

Mr. Shumway. Mr. Chairman, there are all kinds of problems 
with this legislation. My time has expired. I think this illustrates 
the reasons why some of us are very opposed to this bill. 

The Chairman. Ms. Oakar? 

Ms. Oakar. Mr. Chairman, I wholeheartedly support this legisla- 
tion. On page 7 of Mr. Dellums statement, Mr. Wolpe indicates 
that there has been no sanction against South Africa more power- 
ful than the United States. And when Western banks joined Amer- 
ican banks and cut off all credit in 1985 and demanded immediate 
repayment on current loans it was even more powerful. 

Here was the result of the sanction. The South African Govern- 
ment was stunned. It declared the abolition of the hated pass 
system and restored citizenship to about 2 million black South Afri- 
cans. 

Then Mr. Dellums goes on to indicate that all of the black South 
Africans who are supporters of this approach feel that sanctions do 
work if they accomplish that much human rights restoration. But I 
think what we are all about here is to say we don't want the 
United States in any way to sanction the most evil kind of discrim- 
ination in the world. 

That is what we are talking about here. Let's not lose sight of 
what the issue is. Thank you, Mr. Chairman. 

The Chairman. Thank you. 

Mr. Wolpe, how is your schedule? I think some of the other 
Members might have a few more questions for you. 

Mr. Wolpe. I can return, Mr. Chairman. 

The Chairman. The committee will be in recess for whatever 
time it takes us to vote. 

[Recess.] 

The Chairman. The committee will come to order. 

The Chair recognizes the distinguished gentleman from Georgia. 
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Mr. Barnard. Thank you, Mr. Chairman. 

Mr. Chairman, can you tell me how many countries presently 
impose sanctions on South Africa? 

Mr. Wolpe. I don't have the exact number. We can supply that 
for the record. Several dozen have one type of sanction or another. 

Mr. Barnard. Could you itemize some of those countries? Great 
Britain, for example? Full sanctions in Great Britain? 

Mr. Wolpe. What do you mean by "full sanctions"? 

Until recently a number of countries were ahead of the United 
States in the amount of sanctions placed against SA. Scandinavia 
and Japan have prohibited the infusion of new capital in South 
Africa long in advance of the United States. 

We have now done that. We have gone somewhat beyond many 
countries. The Japanese have taken over every sanction we have 
imposed but one, which is the full import sanction. We will docu- 
ment this for the record later that the British have also taken over 
most of the existing American sanctions again except for South 
Africa coal. 

Mr. Barnard. What about Canada? 

Mr. Wolpe. Canada and a number of other Commonwealth na- 
tions have imposed at least the sanctions that we have. In some 
cases they have gone beyond the United States. Commonwealth 
countries are pressing for much tougher sanctions. 

Mr. Barnard. What about West Germany? 

Mr. Wolpe. West Germany's response is similar to that of the 
British. 

Mr. Barnard. In other words, we are now behind those countries 
in imposing the sanctions in this bill? 

Mr. Wolpe. No. Some elements included in this bill have not 
been imposed by other countries. The Scandinavian countries have 
a total trade embargo and no new investment. In that respect, a 
total trade embargo, they are ahead of us. 

I believe that no country has yet imposed a total disinvestment 
requirement. 

Mr. Barnard. In developing this bill, what consideration was 
given as to how the multi-billion dollar losses to Americans would 
be compensated? 

Mr. Wolpe. The same analysis has been taken as in our consider- 
ation of sanctions elsewhere. It turns out that the American eco- 
nomic activity or the amount of trade conducted there is a very 
small percentage of the total overseas American investment in 
South Africa. 

Mr. Barnard. I don't think you quite follow me. How do you 

Elan to compensate the losses that are going to be sustained by not 
sing able to reschedule these loans? 

Mr. Wolpe. There is no direct compensation mechanism. 

Mr. Barnard. In other words, the bill, in other words, just ex- 
pects the $2.8 billion that the American banks tend to lose just to 
be written off? 

Mr. Wolpe. No. You are assuming that the South Africans are 
going to default on all their debt if they cannot be schedued. I am 
not so sure that is a valid assumption. I think the moment the 
South Africans do that they will have deeper problems in the inter- 
national financial community even more quickly. 
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I don't think one can assume that because that is the amount of 
total debt is the amount that will be written off. 

Mr. Barnard. You do not deny the fact there will be losses? 

Mr. Wolpe. Yes. It is possible there will be losses, just as there 
have been losses when we imposed sanctions against any country, 
be it the Soviet Union, Libya or Nicaragua. 

There are losses imposed upon those American operations. 

Mr. Barnard. You think there should be some provision in this 
bill whereby those private enterprises who are going to be losing 
money should be compensated? 

Mr. Wolpe. We have never done that in the past. Are you sug- 
gesting we should have done that in the case of Libya and in the 
case of Nicaragua as well? 

Mr. Barnard. No. I am just talking about this particular bill. 

Mr. Wolpe. I think the point 

Mr. Barnard. If you follow the scenario, here is what is going to 
happen. Some of these — some of our Western countries, some of the 
major money center banks in countries other than our own will no 
doubt buy the South African loans at a discount. 

They will then turn around and sell these loans back to South 
Africa at probably — not at a discount, but for a high price. I would 
predict the American banks will probably have to sell these loans 
at 65 cents on the dollar. 

They will then turn around and sell those loans back to South 
Africa for 70 cents on the dollar. So who is going to gain? 

Mr. Wolpe. Well, there is no certainty about the financial flows 
that will follow upon this transaction. If you are suggesting that 
some economic losses could be ultimately incurred, on American 
business interests that have some involvements in South Africa, 
that is true. We have for example tried to minimize that in terms 
of flexibility with respect to the time tables for disinvestment. 

But nonetheless, that is certainly true. We always understood 
that to be the case. The reason I raise the question of other coun- 
tries, is that from a foreign policy standpoint, what has been re- 
markable is how unique our set of questions have been when it has 
come to the subject of South Africa. 

We have not asked the same questions that are now being asked 
when we dealt with other countries. It is precisely because our 
questions are unique here, that the rest of the world has asked 
whether we have a racial double-standard when it comes to our ap- 
proach of South Africa. 

That is costing us dearly in terms of moral authority and politi- 
cal influence in that part of the world that happens not to be 
white, which happens to be most of the world. 

Mr. Barnard. Can't you— wouldn't you admit, though, that 
South Africa can benefit from a non-scheduling of investments? 

Mr. Wolpe. No. I will not admit that. There can be a short-term 
indebtedness. 

Mr. Barnard. You mean there is no possibility 

Mr. Wolpe. There is no possibility of a long term net benefit to 

South Africa by the rescheduling. That is not to say that there may 

not be some short-term financial gains for some of those who have 

outstanding loans inside South Africa. The reason the South Afri- 

bo desperately want to permit continued rescheduling is they 
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understand that to prohibit rescheduling will begin to further un- 
dermine the long-term investor and economic confidence inside 
South Africa. 

That is why they so bitterly resist this provision, Mr. Barnard. 

Mr. Barnard. It just looks like to me, for example, that we have 
been criticizing the banking industry of the country for making 
these loans to LDC countries, many of which they are now buying 
back themselves. 

They are reserving against them themselves, taking tremendous 
losses. Now we turn around and ask them to take further losses on 
sanctions to South Africa which you admit were not going to 
change apartheid in South Africa. 

Mr. Wolfe. Mr. Barnard, I did not admit that. I said they are 
not in and of themselves going to bring down apartheid. They are 
one element in a mounting pattern of pressure that is building in- 
ternally and mounting externally as well. The ultimate question 
we need to ask ourselves is where do American interests lie? 

I would submit to the deterioration of the situation in South 
Africa and to a long term, protracted struggle, and to the regional 
instability that flows will far more jeopardize America's economic 
and political interests not only in South Africa, but throughout the 
African continent. 

The end will result in much greater economic and other losses to 
the United States. 

Mr. Barnard. Well, I voted for the bill last time, but I really do 
think we are neglecting, severely neglecting the impact it will have 
on some and very few private enterprises. I think we ought to take 
that into consideration. 

But we have not. We have neglected that. 

Mr. Wolpe. If I may repeat something I said earlier, I wish there 
were a way of imposing the kind of pressure that must be imposed 
upon this regime that would not inconvenience or add to costs in- 
curred by Americans or to the black community inside South 
Africa. 

Unfortunately, there is no cost-free means in this instance. The 
only question is which side of the war are we going to be on that is 
evolving in South Africa. . 

Are we going to allow our money and investments to sustain the 
South African economy and apartheid regime or make clear we are 
on the side of change and protection of African national interests 
which means disassociation from the perception that we are an ac- 
complice to apartheid. 

The Chairman. The time of the gentleman has expired. 

Mr. Carper. 

Mr. Carper. Thank you, Mr. Chairman. 

I want to thank my colleague for his excellent testimony. 

I had a chance to ask during our last vote some of the questions 
on my mind. The question I would like to ask now just as a follow- 
up is, one, how much debt, how much American debt held by 
American banks is outstanding at this time? 

Mr. Wolpe. $3 billion inside South Africa. 

Mr. Carper. $3 billion. That is the amount we are talking about 
that can be involved in the potential rescheduling, is that correct? 
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Mr. Wolpe. Most of it has been rescheduled under the agreement 
we spoke of earlier in 1985. Some of it has not been. 

Mr. Carper. All right. What steps must the South African Gov- 
ernment take in order to gain the rescheduling of whatever debt is 
in question here? 

Mr. Wolfe. The legislation identifies six conditions— the first one 
is the release of Nelson Mandela and all political prisoners and 
four of the following five must be achieved for the lifting of sanc- 
tions. The repeal of the state of emergency and release of all de- 
tainees; allowing ail South Africans to form political parties and 
participate in the political process, the repeal of the group areas of 
population registration acts. 

Mr. Carper. What is that? 

Mr. Wolfe. The Fifth is agreeing to enter into good faith negotia- 
tions with representative members of the black majority without 
pre-conditions, and six, the elimination of South Africa's illegal oc- 
cupation of Namibia. 

Sanctions could be suspended or modified if the first condition 
and four of the five remaining conditions were fulfilled. The first 
condition is the release of Nelson Mandela and all political prison- 
ers. 

Mr. Carper. I understand you have visited South Africa. 

Mr. Wolpe. Yes. 

Mr. Carper. As someone who has been there and studied the sit- 
uation for a number of years, which of those sanctions do you think 
the South African Government would be most inclined to make 
and least inclined to meet? 

Mr. Wolpe. Conditions or sanctions? 

Mr. Carper. Which of the four conditions you mentioned would 
the South African Government be most inclined to meet and least 
inclined? 

Mr. Wolfe. Really, it is difficult for me to forecast that. I will 
tell you in my judgment that the most significant issue of all is the 
onset of negotiations. Some means must be found to move this con- 
flict from the streets to the negotiating table. 

A good faith negotiation requires the release of Mandela and po- 
litical prisoners and the freeing up of the political process so they 
are in some ways linked conditions. 

Mr. Carper. Let me ask you one last question. I am going to ask 
you to play the devil's advocate. We heard from some of my col- 
leagues raising questions and criticism of the bill. I will ask you to 
put on the hat, almost to play the devil's advocate, to put on the 
hat of somebody who has objections. 

You heard objections to this bill from our committee and I am 
sure from others. Just outline for us those objections. Put the best 
light on those objections, if you will. 

Then refute them. 

Mr. Wolfe. There are two kinds of arguments that have been ad- 
vanced. Basically, the broad philosophical argument made by Mr. 
Burton, minority ranking Member on the Foreign Affairs Subcom- 
mittee on Africa, is an argument that says the best way of achiev- 
ing change inside South Africa is by America remaining engaged 
in South Africa. He believes that the economic linkages; the posi- 
tive model of American companies doing business inside South 
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create attitudinal change that will over time produce ultimate de- 
mocratization. 

That is the basic kind of philosophical thrust. The other kind of 
argument, the one Mr. Barnard was advancing, is, in some respect 
potentially there is a cost to Americans. I think in very limited 
ways, there are some potential costs every time we impose sanc- 
tions. 

There is a cost — a burden — to our own society. We only do that, 
therefore, when we assess our national interest requires it in the 
long-term. I would argue that that is clearly the case here. 

But those I think are the two kinds of arguments that sometimes 
are advanced. I would be glad to give you the rebuttal to them. 

Mr. Carper. Would you, please? 

Mr. Wolfe. Well, what happens particularly on the first of these 
arguments — the notion of economic interaction producing change — 
it is based upon the American experience. There is a natural tend- 
ency which I myself have made for many years to juxtapose our 
own experience in the United States onto the South African case. 

There are similarities. We have the history of racism, white su- 
premacy. We have the segregation, the racial inequalities, all of 
that we know from our own historical experience. But when you go 
to South Africa — and I wish every American could do that. Until 
you see it close up, it is hard to comprehend the South African re- 
ality. 

There are two key differences: one is the majority and minority 
relationships are altered. 

In America, whites can countenance full black political participa- 
tion without fearing loss of control of the national political system. 
Whites are the majority. In South Africa, the issue is making sure 
the majority do, in fact, have their own participation and control 
over their own lives, which they do not have now. 

So the end of apartheid in South Africa will mean a loss of white 
minority control. It does not mean the exclusion of whites from the 
political process. It does mean the restructuring entirely of the 
entire political system in a way that will have majority rule and 
preservation of minority rights. The stakes of that struggle are dif- 
ferent. 

Second, and this is the last point, this is a totalitarian police 
state, Mr. Carper. One of the most thorough and brutal in the 
world. When South African blacks hear Americans talk about 
being patient, about it taking time, evolutionary change, those 
kinds of words are ludicrous to a South African ear. 

The fact of the matter is one cannot even call for non-violent 
change without risking one's life and liberty. 

That is the issue. That is why I talk about a war-like situation 
evolving. We are trying to, with this kind of legislation, mobilize 
every non-violent diplomatic and economic tool at our disposal. 

Reduce the time frame of that struggle and you, therefore, 
reduce the violence and bloodshed. 

Mr. Carper. Thank you. 

The Chairman. Ms. Pelosi. 

Ms. Pelosi. Thank you, Mr. Chairman. 
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One of the advantages of going last is that most of my questions 
have been asked by now. I will be very brief. 

I would like to commend you, Mr. Chairman, for holding these 
hearings today, and thank our colleague, Chairman Wolpe, for all 
his hard work on this legislation along with my colleague from the 
Bay area, Mr. Dellums, for his work on this bill. I am proud to be a 
co-sponsor. 

I commend you for your unceasing efforts to pursue sanctions 
against the South African Government. I believe we have a moral 
and political obligation to do everything in our power to force the 
South African Government to stop its oppression of the majority 
people of that country. 

Having said that, I will follow Mr. Carper's line of questioning 
about the pre-conditions. In your testimony, you quoted Bishop 
Tutu about conditions for rescheduling which are very similar, as 
you indicated, to your pre-conditions for lifting the sanctions. 

Our colleague, Mr. Barnard, mentioned that some of these re- 
scheduled loans, that is the subject I want to ask you about, could 
be sold in effect at a fire sale to someone else and re-sold back to 
the South African Government. 

Is there any way that refusing to reschedule can benefit the 
South African Government? 

Mr. Wolpe. Not the government, but certain individuals or cer- 
tain holders who have the outstanding debt could benefit in the 
short-term. 

But if the South African Government believed that countenance 
this kind of prohibition on rescheduling was in its long-term inter- 
est, I assure you they would not be so resistant to this legislation 
or so concerned at the time the initial denial of rescheduling was 
announced by the international financial community. 

Nothing had greater impact than that temporary decision of the 
banks to deny rescheduling. 

Ms. Pelosi. If it is so important to them, are there any tradeoffs 
that we can make with the pre-conditions that are in the legisla- 
tion for this one item? 

In other words, if it is a hardship on the domestic side to some of 
our businesses, this is a sacrifice we all have to make. But on the 
other hand, do you see any mitigation at all in terms of any one or 
two, of the preconditions? 

Mr. Wolpe. These things are linked. That is the reason why they 
were phrased in that way. The only way to avoid a blood-bath is 
get negotiations started. 

The Chairman. Will the gentleman yield for a moment? 

I think it is important to remember that those preconditions 
don't just apply to the rescheduling of loans, but to the entire piece 
of legislation, all of the sanctions. If you were to tradeoff on, trad- 
ing off one for like rescheduling, or two, that still leaves all the 
other sanctions in place. 

So I don't think that would really occur. 

Mr. Wolpe. I think that is true. Let me say there are a lot of 
economic interests in the United States, Ms. Pelosi, that would love 
to see unique treatment. I have had companies come to me, my 
own constituents that have concerns about this. I suspect those 
concerns. Many of those companies doing business inside South 
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Africa have been reputable companies that have done things right 
in terms of the way they operate inside South Africa, desegregated 
work places, investments in housing, affirmative action programs, 
upgraded management skills, all the rest. 

But the moment you start providing exemptions on this kind of 
basis for one particular economic sector, you open up the broader 
question of why one sector and not another. 

, The same kind of question can be raised. I would really caution 
this committee about seeking to provide that kind of exemption be- 
cause the inconvenience and cost you are hearing from from the 
banking community in this instance are equally borne by others 
that would be affected by the legislation. 

Ms. Pelosi. Make no mistake, I agree with you on that score. 

My question really was more toward what advantage redounds to 
South Africans by the refusal to reschedule? You are saying we 
can't predict. 

Mr. Wolpe. The major impact of the denial to reschedule is to 
begin to call into question the financial confidence of the entire 
international community, beginning with the United States. That 
ripples out. 

It makes more difficult the long-term ability of the South Afri- 
cans to get the credit they require at the rates which they want to 
pay. It makes it much more difficult for the South Africans to fi- 
nance apartheid. 

Ms. Pelosi. You are 

Mr. Wolpe. In the short term — 

Ms. Pelosi. My time is up. With your knowledge of the area, 
which is obviously considerable, you do not buy the argument that 
refusing to reschedule the loans and having them sold at a fire sale 
which will then be bought again by South Africa provides by bene- 
fit to South Africa? 

Mr. Wolpe. The same argument is being raised with respect to 
disinvestment. There might be a possibility of a fire sale kind of 
transaction taking place. I can only report what those who are 
most affected by this action will tell you, and that is that the eco- 
nomic isolation that is created by disinvestment in the long-term 
far outweighs whatever short-term advantage may accrue to specif- 
ic individuals or specific investors inside South Africa. 

Ms. Pelosi. Thank you, Mr. Chairman. 

The Chairman. Mr. Bartlett. 

Mr. Bartlett. Thank you, Mr. Chairman. 

I think the rescheduling issue has been discussed. I listened to 
your responses, Mr. Wolpe. I suppose for the fundamental issue 
that we are all still struggling with is the rescheduling a loan, as I 
understand it, essentially means a bank has a loan in default and 
they are scheduling payments to get their money back. 

Your bill would not allow them to get their money back. Am I 
over-simplifying it? 

Mr. Wolpe. Ithink so. There is nothing to prevent the South Af- 
ricans if they choose to do so, or the holders of those who are in 
debt, to pay it off. It simply prevents their ability to reschedule the 
debt over a longer period of time. 

Mr. Bartlett. Is there anything that requires them to pay off 
the debt? 
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If they are not going to get new debt, can't make the payments, 
and are in default, how do they get the money back? 

Mr. Wolpe. They have incentives to pay off the debt if they wish 
to have any kind of financial confidence in the broader community. 

It is the economics of the situation that compel the paying off of 
whatever debt is outstanding. 

Mr. Bartlett. As I understand, the only incentive is other banks 
in other countries may not lend to them if they default on pay- 
ments to the United States? 

Mr. Wolpe. That is correct. 

Mr. Bartlett. I did want to ask you a couple of technical ques- 
tions about your bill. I inquired earlier informally about the defini- 
tion of a U.S. person with regard to a corporation. Corporations, 
most large corporations in the United States are now in some way 
multinational. Is your definition then where the corporate head- 
quarters is, ownership, membership on the New York Stock Ex- 
change? 

I used the example earlier, Exxon Corporation is headquartered 
in the United States and Shell Oil is headquartered in another 
country. Is Shell, therefore, not a U.S. person and could continue to 
do business in South africa and Exxon is and couldn't? 

Mr. Wolpe. Let me read you the definitional portion. "Any cor- 
poration organized under the laws of the United States or any 
State, territory, possession or district of the United States and any 
partnership, association, corporation or other organization wherev- 
er organized or doing business that is owned or controlled by per- 
sons specified in subparagraphs (a), (b) and (c)," which includes 
what you just asked about. 

Mr. Bartlett. Is that shareholders? If it is a publicly owned com- 
pany, you don't necessarily know the citizenship of your sharehold- 
ers. 

Mr. Wolpe. It is not shareholders. 

Mr. Bartlett. If Shell Oil was headquartered in the Nether- 
lands, it is a Dutch company. 

Mr. Wolpe. Only the American subsidiaries would be effected. 

Mr. Bartlett. The only other question, I notice in your bill, you 
have an exception for substantial transformation. There are some 
boot manufacturers, for example, in Texas who manufacture boots 
made out of some of the raw materials that used to come from 
South Africa. With this bill and the prior bill, as I understand it, 
those boots would still be manufactured out of ostrich skins from 
South Africa and could and would then be imported into the 
United States but would have to be manufactured in West Germa- 
ny or some other country? 

Mr. Wolpe. We formulated that in the same manner the Libya 
disinvestments were imposed. So where there is substantial trans- 
formation, that would not be prohibited. The commodity would not 
be inhibited. 

Mr. Bartlett. Is the South African Government in any way 
harmed? Don't they sell the same number of ostrich skins? The 
same number of Texans buy ostrich skin boots. We buy them from 
a European manufacturer. 
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Mr. Wolpb. What we are trying to do is be as practical and effec- 
tive as possible. We call on other countries to support and join in 
these sanctions bo they become indeed multilateralized over time. 

Mr. Bartlett. Thank you, Mr. Chairman. 

The Chairman. Some of us learned something about the procliv- 
ities of Texans for ostrich skin boots. Now, if ostriches ever 
happen — they say you hide your head in the ground like an ostrich. 
What is this, feet in the ground like an ostrich? 

Mr. Bartlett. Mr. Chairman, I chose that example. I could have 
used diamonds, for example, if diamond cutting — which Texans and 
Rhode Islanders are also fond of diamonds. 

The Chairman. Rhode Islanders are fond of them but can't 
afford them. 

Mr. Bartlett. Texas used to be able to afford them. We can still 
afford or ostrich skin boots. 

The Chairman.,Mt. Price? 

Mr. Price. Thank you, Mr. Chairman. I have no questions at this 
time. 

The Chairman. Mr. Chairman, we are most grateful to you for 
spending this time with us, but it also indicates the deep dedication 
you have to this legislation and the great deal of work you have 
done in this area. We are most grateful to you for your presence 
here this morning and your consideration. 

Mr. Wolpe. Let me thank you and your colleagues for giving this 
legislation this kind of consideration. It is deeply appreciated. 

The Chairman. Thank you. 

The Chairman. The next panel is Charles Freeman, Jr., deputy 
assistant secretary for African Affairs, Department of State; Treas- 
ury, Richard Newcomb, director, Office of Foreign Assets Control; 
William McFadden, deputy director, Office of International Bank- 
ing and Portfolio Investment; and also Cecelie Blakey, political di- 
rector of Trans Africa. 

STATEMENT OF CHARLES W. FREEMAN, JR., DEPUTY ASSISTANT 
SECRETARY FOR AFRICAN AFFAIRS, DEPARTMENT OF STATE 

Mr. Freeman. There appears to have been some slight miscom- 
munication between staff. Under longstanding administration 
policy, the administration appears separately from private wit- 
nessses, and I don't have any authority to deviate from that policy. 

The Chairman. I am not aware of that. The Chair has been con- 
ducting hearings for 16 years through many administrations. I 
never heard of this before. 

The fact of the matter is, we are going to hear from all three wit- 
nesses. Then we will question the witnesses separately. We who are 
from Treasury, State, get their statements supporting the record, 
hear from the two witnesses and then from the third witness. That 
gives the Members of the Congress, the House, the committee, an 
opportunity to question the various witnesses, and after State has 
given an answer or Treasury or TransAfrica, we can go back and 
give Treasury or State an opportunity to give their answers to that 
same question. 

It makes for a much more informative hearing and, as I say, this 
is a brand-new policy to this chairman because time after time 
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again, we have had people from the administration sitting down at 
the same time as people from the private sector, with the regula- 
tory agencies. We do it all the time. Home Loan Bank Board sits 
down with the panel, the ABA, the U.S. League and the FDIC. 

This is brand-new, sir. I think it was this morning when I got the 
phone call, about 9:30. 

So there was no miscommunication, Mr. Secretary. I assure you. 
No miscommunication. This has been tradition. 

Mr. Freeman. I don't have authority, Mr. Chairman, to deviate 
from the policy which I described; that is for the administration to 
state its position and submit to questions, and then I do certainly 
agree with you, you should hear the private witness whom you 
have called. In complying with a policy which I have been advised 
has existed for many years, we are not at all expressing disrespect 
either for the committee or the private witness, for both of whom 
we do have great respect. * 

The Chairman. I am confused. We are going to question Treas- 
ury, State, we are going to question TransAfrica, or whoever. If we 
had the ABA; what would you do if the ABA were here? We would 
certainly have entertained them, and been happy to have testimo- 
ny from them as well. 

We are going to question you at the same time. You want to 
have Ms. Blakey step back while you testify and you step back 
while she testifies, and I bring you all back for questioning? Does 
that make you happy? 

Mr. Freeman. The policy is, we will present the administration's 
views and submit to questioning by the committee, and then if the 
committee wishes to hear private witnesses, as we think you 
should, we will excuse ourselves. 

The Chairman. Why don't you just put your statement in the 
record. You are not going to submit to questioning at the same 
time as we question 

Mr. Freeman. I don't have authority to do that, sir. 

The Chairman. As far as this — this doesn't make sense. 

Mr. Freeman. Would you like us to submit our statements for 
the record? 

The Chairman. That would be fine. 

Mr. Freeman. Fine. Thank you, sir. We will do that. 

[The prepared statement of Charles Freeman can be found in the 
appendix.] 

The Chairman. Does that apply to Treasury as well? 

Mr. Newcomb. Yes, sir, it does. 

[The prepared statement of Richard Newcomb can be Found in 
the appendix.] 

The Chairman. Ms. Blakey, you may proceed. 

STATEMENT OF CECELIE BLAKEY, POLITICAL DIRECTOR OF 
TRANSAFRICA 

Ms. Blakey. I would like to thank the Chair for allowing me to 
present testimony but I would be equally willing to submit my tes- 
timony to the record, if this is a fundamental problem. We have no 
problem appearing on the same panel with the Government. If 
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they are troubled by my appearance, I am willing to submit my tes- 
timony for the record. 

The Chairman. We would like to have you, Ms. Blakey. Then we 
have some questions for you. 

We will submit our questions to Treasury and State in writing. 

Ms. Blakey. I wanted to state for the record that I was as willing 
as they were to step aside and submit my testimony. 

You have my prepared testimony in front of you, but since I am 
now the only witness at this table, for the sake of time, I will 
simply sum up the testimony by Baying that the limited sanctions 
which were passed 2 years ago have not worked as effectively as 
they might have, partially because they have not been implement- 
ed as fully as they could have been, but also because we have 
always understood that sanctions are a long-term solution and need 
to be applied as extensively and multilate rally as possible. 

We are hoping that whatever sanctions are applied this time will 
be taken by the next President of the United States to the U.N. 
Security Council and approved by the members of the U.N. Securi- 
ty Council. 

We would like to remind the committee and the administration, 
particularly those Members who are concerned about the advan- 
tages that might be taken by foreign banks, that the U.N. Security 
Council attempted to globalize the congressional sanctions that 
were passed and the United States vetoed that measure. If that 
measure had been approved by the United States, it would not 
have been an issue. There could have been no circumvention or ad- 
vantage taken by foreign banks or foreign businesses. 

The Chairman. Does that complete you statement? 

Ms. Blakey. Again, you have the prepared statement. 

The Chairman. Without objection, it will be put in the record. 

[The prepared statement of Cecelie Blakey can be found in the 
appendix.] 

The Chairman. You were present when the questioning occurred 
of our colleague, Chairman Wolpe. As you heard, one of the princi- 
pal questions, or the principal question, came with respect to the 
section that addresses the rescheduling of loans. I wondered if you 
had any comment to make on that particular section? 

Ms. Blakey. Yes, I do. 

The Chairman. Anything beyond that made by Mr. Wolpe. 

Ms. Blakey. I would like to suggest, the question was raised 
about South Africa's ability to repay their loans and the probabili- 
ty of them defaulting. I would like to suggest that since the apart- 
heid government's police budget is $1.5 billion, about half of what 
they owe the U.S. banks, and the defense budget is $6.7 billion, and 
because they are located in a region in which none of the neighbor- 
ing states have the capacity to attack them, they should have no 
problem repaying their debt. 

The Chairman. Mr. Wylie? 

Mr. Wylie. We will hear when this bill gets to the floor that 
there is a disagreement in the black leadership in South Africa 
about economic sanctions. Are there, in fact, some black leaders 
who oppose additional sanctions because they think it might nega- 
tively impact on the employment opportunities for blacks? 
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Ms. Blakey. Yes, Mr. Congressman. There are also white leaden 
in South Africa who support these sanctions. 5 

I think it is important to note that the situation in South Africa 
has gross racial manifestations but is not a racial issue. There are 
people of all races, all ethnic groups on every side of this problem, 
just as there are in many other parts of the world and in this coun- 
try. 

Mr. Wylie. Have sanctions-busting efforts by the South African 
Government diminished the economic impact of the U.S. Govern- 
ment sanctions? 

Ms. Blakey. Let me just say the U.S. sanctions have not really 
been in place long enough to say that any sanction-busting effort 
has resulted in the diminishment. It has been 2 years. As I said, 
sanctions are a long-term approach. 

I would say if the effectiveness of the sanctions have been limited 
by anything, they have been limited by the regulations promulgat- 
ed by the Executive Branch. 

Mr. Wyue. Do you think that blacks have lost jobs as a result of 
the last sanctions bill? 

Ms. Blakey. The only jobs that I have heard may have been lost 
have been in the coal-producing sector, and the National Union of 
Mineworkers trade union which represents the coal workers hap — 
pens to be a leader in COSATU, the trade federation which it* 
clearly in support of further sanctions. It is the National Union oC 
Mine Workers, which you may remember lead a strike earlier irm 
September, 1987, in which some hundreds of thousands of workers 
were fired. But those workers were fired because of corporate anc3 
government decisions, not because of sanctions. 

Mr. Wylie. Thank you very much, Mr. Chairman. Thank you. 

The Chairman. Mb. Pelosi? 

Ms. Pelosi. Thank you, Mr. Chairman. 

I would thank Ms. Blakey for her appearance here today and hex- 
fine testimony. I want to ask you two questions. You have heard us 
discuss earlier today the question on the rescheduling of the loans. 
Could you comment on that, please? 

Ms. Blakey. I would have to share Congressman Wolpe's assess- 
ment, that it was the banking community's unwillingness to re- 
schedule the loan in 1985 which has been the most important 
factor, and in a sense provided the only window of optimism in the 
last few years. 

It was precisely at the time when rescheduling was in question 
that the government made some steps toward reform; but twice 
before in South African history, the banks intervened on the wrong 
side. Once in 1960 after the Sharpville massacre when banks 
stepped in to shore up corporate support for the government and 
faith in the ability to continue; and once again after Soweto in 
1976. It was the banking community that helped to rebuild interna- 
tional financial confidence in the apartheid regime. 

The banks have had a fairly ugly history. 

Ms. Pelosi. Ms. Blakey, on another subject, do you think that the 
government of South Africa is capable of meeting the pre-condi- 
tions in this legislation to lift the sanctions? 
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Ms. Blakey. Certainly. They are only required to meet four of 
the five pre-conditions. None of the pre-conditions would affect mi- 
nority rights. 

Ma. Pelosi. So there can be reason to be hopeful that this legisla- 
tion can result in some changes in South Africa in addition to the 
statement that we want to make against apartheid? 

Ms. Blakey. Well, they are certainly capable of meeting the con- 
ditions. Whether they have the political will to meet the conditions 
is another question. 

Ms. Pelosi. That is really what I meant, capable in terms of 
their love for their country, however that is measured, whatever 
the virtue is. Capable, yes, they are in charge. 
Is there any reason to believe they would take action? 
Ms. Blakey. Yes. We are optimistic about prospects for change in 
South Africa, partially because more and more Afrikaners are dis- 
lenting from their government. The younger Afrikaners particular- 
ly are refusing to serve in the army, in the townships, and in Na- 
nibia. There are prospects of change, and we are hopeful that just 
is in the case of Rhodesia, the implementation of sanctions, multi- 
aterally, led by the United States perhaps, with a new President, 
will result in more and more South Africans, again of all races, 
soming to the realization that it is better to negotiate the end of 
apartheid than to suffer an economic loss and discomfort. 
Ms. Pelosi. Thank you, Ms. Blakey. 
Thank you, Mr. Chairman. 
The Chairman. Mr. Parris? 

Mr. Parris, before you go, I would like to have unanimous con- 
sent to place in the record subsequent to the statement placed in 
the record on behalf of Congressman Dellums, our colleague, a 
statement from Congressman Garcia, a Member of the committee. I 
would like his statement to appear immediately after that of Mr, 
Dellums. 

[The prepared statement of Hon. Robert Garcia can be found in 
the appendix.] 

In addition, immediately prior to the statement of Ms. Blakey 
that has been placed in the record, we shall place in the record and 
subsequent to the colloquy between myself and the administration 
representatives, we shall put in the statements of both the State 
Department and the Treasury Department. Is there objection? The 
Chair hears none. 
Mr. Parris? 

Mr. Parris. Thank you, Mr. Chairman. 

Mr. Chairman, I wanted to reemphasize my appreciation for the 
candor of our colleague from Michigan, Mr. Wolpe, previously in 
his testimony when he conceded that sanctions will in and of them- 
selves not terminate the apartheid that exists there, and we should 
have no illusions about his word on that score. 

I just want to pick up from where my friend from Ohio left off in 
regard to his questions about how sanctions impacted more severe- 
ly in that troubled nation? I had the opportunity several years go 
to sit with Mr. Buthelezi, the King of the Zulus, who as you know 
is a strong opponent of sanctions. 

He thinks sanctions are a terrible idea and has said so in my 
presence, in our conversation. He said to me, and he is the leader 
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of the largest organized group, if that is the correct words, of black 
persons in South Africa itself. 

He says, the sanctions that have been imposed — this was a year 
or so ago — have impacted more adversely on my 5 million people 
than on anybody else. And if that is true, and I have no reason to 
believe it is not, it creates some enormous complications for those 
of us, all of us, I think. That very much troubles me if the impact 
of what we are trying to do here impacts adversely on the people 
whom we are trying to help the most. 

That creates some real controversy in regard to the necessity, 
the assessment of the desirability of this legislation. I had hoped to 
address my question to the Treasury representative. I understand 
we were not going to have that opportunity now. 

My question deals with the precision of the language. We are, 
after all, talking about making law for the United States. One of 
the most troubling provisions in this bill to me is the disinvestment 
requirement of assets of American citizens. 

The requirement by this Government to make an American citi- 
zen disinvest within a very short time an investment in assets he 
or she acquired at a previous time. Where I am troubled is under 
section 6 of this bill, as I understand it, section 6 requires retalia- 
tion against foreign persons, including companies, that "take sig- 
nificant commercial advantage of any sanction imposed under this, 
legislation." 

Now, I would like very much to have somebody explain to me? 
what is covered by the term "significant commercial advantage." 
My question is, would it cover new loans or equity investments by 
foreign persons in the enterprises from which Americans are forced, 
to disinvest? If so, are we, in fact, creating a monster when anyone^ 
who dares to buy assets or loans of Americans including American- 
banks, when they are trying to sell them under section 301, thtr- 
person buying that asset would be subject to retaliation for the- 
simple act of purchasing the asset. 

Is my reading of that, the implications of that section correct? If" 
so, isn t that tantamount to this Government saying to American 
citizens, if you have any assets remaining in South Africa, that you. 
must disinvest under this provision, that you will lose 100 percent, 
of the value of that asset unless they can be sold to South Africans, 
with money, which means in fact the white group who invested. 
apartheid and whose economic stranglehold over the non-white 
population is thereby enhanced? 

Because if American citizens must divert, the only person that 
can buy them, in my reading of that section, is a white South Afri- 
can. Can you help me with that? 

Ms. Blakey. Forgive me if I am wrong, but I thought I heard at 
least implied three questions. One was about Chief Buthelezi and 
his representation; the second one I thought was about the precise 
language of the bill and the legislative intent, the comparative sec- 
tion. 

Although I am not a legislator, so I cannot speak to legislative 
intent, my understanding of these two provisions was simply to 
mandate what was called for in the Comprehensive Act of 1986 
which has not been implemented by the administration. 
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That was to provide for penalties through the trade office for 
countries or companies that, for example, attempted to fill a 
vacuum in, let's say, computers. So, if a Japanese firm attempted 
to sell computers that IBM or another American company could 
not sell to the apartheid apparatus, then our trade council could 
impose tariffs or some other kind of economic penalty. 

As I remember the debate around that provision, it had a lot to 
do with our own trade deficit and the fact that we should have this 
measure so that we could take advantage of problems in trade. 

I don't know about sales and, as I said, I am not a legislator. I 
can't speak to that. Let me go back to Mr. Buthelezi. I must say, 
his claim to represent the Zulus is unfortunate in this time, be- 
cause the majority of South African people are trying to build a so- 
ciety that moves away from racial and ethnic categorization. It is 
as if a person in the United States claimed to be King of the Ital- 
ians or King of the African-Americans, King of the Hispanics. 

They are really moving away from that. You can find, as I said 
before, people of every ethnic group and racial category on every 
side of this issue, and there are plenty of Zulus in the African Na- 
tional Congress, in SWAPO, and there are plenty of people who 
may be classified as coloured, as I suppose I would be in South 
Africa, who do not support sanctions or disinvestment. 

It really has nothing to do with Zulus or any other ethnic group. 
I think Mr. Buthelezi should be a little more honest and admit or 
at least express the fact that when he travels to this country to 
take those positions, his way is often paid, his accommodations are 
paid, by major corporations who like to hold him as a symbol. 

But it is a symbol which is beyond its time. If he wants to say he 
represents a particular political position, fine. 

Mr. P arris. Ms. Blakey, I don't know if he is the King, whether 
we should call him president, chairman, whatever. There are 5 mil- 
lion black people in South Africa that look to him for leadership. 
My only point — my time has expired — my only point is he is a 
person in the country, on the scene, with direct involvement daily 
with 5 million people. I think that is an important point of view. 

Ms. Blakey. There are more people in COSATU (the Council of 
South Africans Trade Unions). They represent workers. The so- 
called workers — and I say so-called, because they are moving away 
from those categories — don't have a job anyway. The unemploy- 
ment rate is 40 percent. A lot of those Zulus are in the homelands. 
Again, if he represents a position, fine. But I don't think it is one 
held only by people of any particular ethnic group. 

Mr. Parris. I agree with that. 

Thank you, Mr. Chairman. 

The Chairman. Just as the fact that I represent close to 500,000 
people and they don't all agree with what I believe in. I would 
assume the same applies to you in your district. For the man to say 
that he speaks for 5 million people might be a little bit off the 
mark. We might have to reduce the number slightly. 

Mr. Parris. If the chairman would yield for just a moment, I 
think that is self-evident to all of us. I am a Republican. I know 
some Republicans that don't speak for me in terms of my point of 
view. That is not my point, Mr. Chairman. 
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When two people agree on everything, one of them isn't think- 
ing. The point I am trying to make is that this person is in a posi- 
tion of real leadership in South Africa. I think his point of view 
should have some credibility. 

Ms. Blakey. I would just have to say that Queen Elizabeth does 
not speak for all English people. They never voted for her. No one 
ever voted for Chief Buthelezi, either. He is an anachronism from 
feudalism, if anything. 

The Chairman. Mr. Carper? 

Mr. Carper. Thank you, Mr. Chairman. 

I would appreciate if you could give me information on the politi- 
cal dynamics that work in South Africa today with regards to the 
political parties. What is happening among the whites, with regard 
to the limited steps that have been taken? Could you help me with 
that? 

Ms. Blakey. There are people of all persuasions within every 
ethnic and racial group. Among the white minority, there are two 
major language divisions, Afrikaners and the English speakers. At 
one time the English-speaking whites were almost always consid- 
ered to be more liberal than the Afrikaners. Somewhere within 
them there is a subgroup that is thought to be hard-liners, and on 
and on and on. 

Today the divisions are something like this. The nationalist 
party still holds the majority in the parliament. To its right, if you 
can conceive of that, are the conservatives, who feel that the na- 
tionalists are moving too quickly in their reforms of petty apart- 
heid. By petty apartheid I mean, for example, changing the names 
of certain laws, although fundamentally the laws haven't changed, 
or allowing, for example, people of mixed race to visit certain 
beaches that they could no longer visit — that kind of thing. 

To the left of the nationalist party are the progressives — I sup- 
pose best represented by Helen Suzman — who for years have been 
advocating apartheid, but do not support sanctions and disinvest- 
ment. 

To the left of them are the people who support things like the 
end conscription campaign (ECC), young people refusing to serve in 
the military. I'm sorry, I skipped a group, because there are many. 
Somewhere between them are the people who have broken away 
from the Progressive Federal Party, people like Frederik van Zyl 
Slabbert, who led the Afrikaner delegation to Senegal. These are 
people who have come to think that parliament has become irrele- 
vant and who are working more closely now with the United 
Democratic Front. 

I should say the groups I have been talking about are simply rep- 
resentative of the white minority range of views. But perhaps the 
most important group in South Africa is the United Democratic 
Front, which is deliberately and purposefully nonracial. I say non- 
racial instead of multiracial because the South African Govern- 
ment likes to claim that it is multiracial. But it is multiracial in 
the sense they are all different races, but they can't touch. 

The United Democratic Front does not like to define people by 
groups. They define them as individuals. There are whites, co- 
loreds, Asians and blacks within the Democratic Front, just as 
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there are in the largest trade federation, COSTU people of all races 
and religions. 

You can only talk about the whites because they are the only 
ones that have voting rights. The other parties that exist, such as 
the party that the coloreds, again, people I suppose that would look 
like myself, and the so-called Asians have, only serve in an adviso- 
ry capacity to the white parliament, which has veto power over 
any decisions the subordinate bodies might make. The subordinate 
bodies can only make advisory decisions affecting their own racial 
group. 

I know it is convoluted, but that is the situation. 

Mr. Carper. Maybe that is why I didn't understand the situation 
so well. 

The changes that have been adopted, several referred to earlier 
by Representative Wolpe in his testimony, how have those changes 
affected the composition of the white, the political parties in sup- 
port of the whites? 

Ms. Blakry. I am not sure what changes you are referring to. 

Mr. Carper. Mr. Wolpe was here and talked about the changes 
made in order to avoid previous sanctions. I think he talked about 
changing the past law. 

Ms. Blakry. As a result of those changes, there has been a prolif- 
eration, or increase in membership in the conservative party. 
Again, the rural Afrikaners particularly are becoming concerned 
that the nationalist party was moving too quickly. 

On the other hand, the fact that these changes were so minor 
relative to the profound problems in South Africa also triggered 
this splintering from the Progressive Federalist Party and those 
delegations of Afrikaners that went to Senegal, Zambia, and so 
forth, to meet with the African National Congress (ANC). That rate 
of change was too slow for some people or too fast. So it hastened 
the demise of any kind of monolithic grouping within the white 
community. 

Mr. Carper. Thank you. 

The Chairman. Ms. Pelosi? 

Ms. Pelosi. No further questions. 

The Chairman. Mr. Parris? 

Mr. Parris. Ms. Blakey, you are an American citizen, right? 

Ms. Blakey. Yes. 

Mr. Parris. How many times you have been in South Africa? 

Ms. Blakey. Unfortunately, they have never approved a visa of 
mine. 

Mr. Parris. You have never been? 

Ms. Blakey. No. 

Mr. Parris. OK. I want at this time, Mr. Chairman, to once 
again raise a question in regards to section 6. The staff reminds me 
that the way this section is, I think, appropriately, and in their 
view appropriately read, is if a foreign bank provides financial as- 
sistance for the purpose of a U.S. firm or a citizen's financial inter- 
est in an asset that now exists, the President of the United States 
over this bill must retaliate against the foreign bank in both ways. 
That is, limit the importation of services, or; two, and this is the 
important part, restrict that financial institution from contracting 
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the Department, agencies and instrumentalities of the U.S. Govern- 
ment. 

The question is, would that thereafter, thereby restrict such for- 
eign institutions from purchasing or dealing in T-bills or other UJ3. 
Government debt? What would this do to the ability of this Nation, 
if that is true, and I submit that it is, what would that do to our 
ability to finance the Government debt, a substantial portion of 
which is currently held by foreign institutions? 

The point of all of this, Mr. Chairman, is, has there been an 
analysis of the impact of the U.S. interest rates? The Government 
deficit as a result of the retaliatory provisions, assuming that is the 
law we are about to make? And I submit that it is. 

The Treasury Department has not really made any kind of quan- 
titative analysis. We are unable, unfortunately, to address that 
question. But I submit to my colleagues that if any of that is cor- 
rect, and the staff thinks it might be, then we might be doing indi- 
rectly and in the kind of a clandestine law of unexpected conse- 
quences, we may be shooting ourselves right in the head in terms 
of the T bill markets and the financial implications of this legisla- 
tion. 

It is not a simple question of all of us being concerned about the 
impact, the social impact of discrimination against black citizens in 
South Africa. I thank the chairman. 

The Chairman. Are there any further questions? 

If not, the — 

Ms. Pelosi. Mr. Chairman, with your permission, may I ask for 
the record for Ms. Blakey to give a brief description of TransAfri- 
ca? 

Ms. Blakey. Certainly. 

TransAfrica is the national foreign policy organization which pri- 
marily represents African-Americans. Although we are best known 
for our work against apartheid, we work to articulate the concerns 
of the African-American community toward various aspects of U.S. 
foreign policy. 

I would like to state that African-Americans can in some way be 
considered the first victims of U.S. foreign policies because our an- 
cestors did not come here by choice. As an organization, we feel 
that African-Americans often have a unique viewpoint on U.S. for- 
eign policy, whether it be toward the Pacific Islands, or toward 
South America, toward Central America. 

We work both to educate our community and to express the 
views of our constituency to the Congress and the executive agen- 
cies. 

Ms. Pelosi. Thank you, Ms. Blakey. 

Thank you, Mr. Chairman. 

The Chairman. Ms. Blakey, you mentioned in answer to a ques- 
tion that you have never been to South Africa. Would you tell us 
why in a little more detail, and define — you know, rather than 
they — tell us who. 

Ms. Blakey. The South African Government, as represented by 
the South African Embassy, has consistently denied visa applica- 
tions by many Americans, including Congressman Wolpe. So, I 
don't take that denial personally. 
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The Chairman. Have you ever actually applied for a visa? Or 
were you told not to apply? 

Ms. Blakby. No, I was not told to not apply. And no, I have not 
actually applied for a visa myself, because I have a long personal 
history of work against the apartheid system. And many others 
who are less well-known than I am have had their visa applications 
denied. 

1 would just like to add that although I have never been to South 
Africa, I have never been a slave, either. But I would like to think 
that I don't need to have been a slave to be against slavery. 

The Chairman. There is no doubt of the fact that many of us 
vote on items that affect countries, some portions of this country 
that we have never been to or seen. But that is a way of life. You 
can't go to every place yourself physically. You have to rely on in- 
formation available. And believe it or not, the media, and so forth. 

We thank you very kindly. We may have some additional ques- 
tions to submit in writing. But we appreciate your appearance this 
morning. I think it has been very helpful to the Members of the 
committee. 

The committee will be in recess until 2, at which time we will 
reconvene to engage in the mark-up of the legislation. I might men- 
tion to the Members that we did indeed receive permission from 
the House to sit during the 5-minute rule. 

[Whereupon, at 12:41 p.m., the hearing recessed, to reconvene at 
2 p.m., the same day.] 
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I cone here with a sense of deep concern about the worsening 
situation for the Black majority population in South Africa, who 
are suffering more than ever from the oppression of a racist 
apartheid regime. As a means of responding to this crisis, and 
in an effort to help resolve it, I have sponsored H.R. 1560. 
This bill is currently co-sponsored by 123 of our colleagues and 
ia strongly supported by literally hundreds of church, labor, 
anti-apartheid and human rights organizations. 

In essence, this comprehensive sanctions legislation would 
one, require the withdrawal of all U.S. investments from South 
Africa; would two, impose a ban on trade between our countries; 
and would three, prohibit cooperation between our military and 
intelligence agencies. 

The major thrust of this bill is to call for immediate 
divestment and total embargo against the Government of South 
Africa. I call for comprehensive sanctions against South Africa, 
not an incremental step, not a measured step, but an all-out, 
powerful, aggressive statement. 

Why, Mr. Chairman? For several important reasons. I 
believe that it is a moral and political imperative that the 
Government of the United States make a powerful, clear, clean, 
unambiguous, uncomplicated, unequivocal statement about the 
deteriorating situation that unfolds in South Africa at this 



That is a statement that we should make to ourselves as a 
Nation, a statement we should make to the people of South Africa, 
and a statement we should make, indeed, to the entire world. 

First, Mr. Chairman, to ourselves. He are a multiracial 
Nation. We are a Nation of blacks and whites and browns and reds 
and yellows. He are a Nation that went through pain and 
suffering and sorrow as we attempted to invoke civil and human 
rights in this country; as we attempted to struggle to say to 
millions of human beings in America and around the world, that 
people can function and flower and grow and realize their fullest 
and total potential as human beings beyond race, beyond sex, 
beyond class, and beyond age. 

He struggled in this country. People died and people went 
to jail. People's careers were broken as a result of that 
effort. So we must be internally consistent, Mr. Chairman. 
There must be some internal integrity to the statement made. 

Further, we cannot be progressive at home and reactionary 
abroad or vice versa. Foreign and domestic policy have an 
intimate relationship. They are mirror images of each other. 
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He cannot be in bed in some fashion with the evil and the 
horror and the oppression of South Africa, and adequately and 
profoundly and morally and ethically say to the millions of human 
beings in this country, that race is no longer a factor, that we 
are equal human beings. 



I suggest that the struggle against apartheid in South 
Africa is as much about alleviating oppression in this country as 
it is about a statement we make with respect to South Africa. 

If we say that we stand for Democratic principles; if we say 
that we stand for a commitment to human rights, civil rights, a 
commitment to a constitutional form of government, a respect for 
human life and human dignity, the quality of human beings, then 
that says very powerfully and very loudly to the South Africans 
and to the world community that we oppose apartheid, thus stating 
that our foreign policy has risen above the narrow confines of 
the cold war, and clearly asserts what we stand for. As 
Americans we must reaffirm our unyielding commitment to the 
principles of human dignity and personal freedom tor all, 
regardless of race, gender, national origin or economic status. 
To the racist regime in Pretoria we must send an unequivocal 
message of our determination to hasten the end of that repressive 
system that enslaves and demeans our fellow human beings. 
finally, we must assert our moral leadership in the global 
community by leading the collective international effort to 
terminate any dealings with a government that engages in the 
deliberate, sustained repression of the overwhelming majority of 
its people. 

On June IS, 1986, the House of Representatives took a 
significant step against apartheid, with the passage of an almost 
identical bill. But the very short time left at the end of the 
99th Congress required that the House acquiesce to a much weaker 
Senate bill. That bill became law over the President's veto. 

The present law is a step forward. However, I firmly 
believe that only full and comprehensive sanctions, implemented 
internationally, will cause the South African government to 
change its policies. 

The present law only establishes partial sanctions. The 
Administration's implementing regulations have further weakened 
it. For example, the present law prohibits imports of South 
Africa and Namibian uranium and uranium ore. The Administration 
has construed the law in such a context as to permit a special 
exemption for these items. 
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There ace serious allegations regarding lack of enforcement 
of the present law. For instance, the Customs Service has 
-conceded, according to the APL-CIO, that at least $630,000 
dollars worth of South Africa textiles and apparel entered the 
United States during the first half of 1987 "possibly in 
violation" of the law. The AFL-CIO also reports that 
multi-millions of dollars worth of possibly illegal iron and 
steel imports have entered this country. 

In too many instances legislation has allowed "business as 
usual" in many sectors of the South Africa economy. For example, 
the law contains a ban on bank loans to South Africa, and then 
exempts short term credits. Short term trade credits are defined 
as credits provided by a financial institution for a trade 
transaction. The duration of that credit extension is no longer 
than one hundred and eighty days. As of September 1987, almost 
a year after the passage of the law, $2,954 billion in loans wett 
given to South Africa by U.S. banks, according to the Federal 
Reserve's U.S. Quarterly Country Exposure Lending Survey . Of 
those loans, an estimated 60-65% or approximately $1,997 billion 
are SHORT TERM TRADE CREDITS that are exempt in the present 
sanctions law. 

Effectively, there is no ban on bank loans to South Africa. 
Loopholes and exemptions exist in many crucial sections of the 
present law. Not only is this a fraud on the millions of 
Americans who avidly called for sanctions in 1986, it is telling 
the South African government that the U.S. is not serious about 
economic sanctions; and that the U.S. is more concerned about the 
$1,997 billion in short term credits than it is about apartheid's 
repression of Black South Africa. 

My bill is a clear and forceful measure. It is unambiguous, 
more easily enforced, and will stop the "back door" financing Cor 
the South African government and the apartheid economy. The 
prohibition of loans and "other extension of credit" to the South 
African government and businesses operating in South Africa can 
close the short term trade financing loophole. 

Comprehensive sanctions may not produce dramatic results 
immediately. But the history of economic sanctions show that 
sanctions have achieved many important successes. The Reagan 
Administration acknowledges this in its commitment to place 
strong sanctions against Panama. Moreover an important study, 
the Starnberger Institute Report, shows that strong multinational 
sanctions by the western nations would have serious effects on 
the South African economy and would bring great pressure on their 
government. 

The key to such a policy is disinvestment. Seventeen 
percent of South Africa's capital comes from abroad. A State 
Department study puts the total U.S. Investments in South Africa 
at $14.6 billion in 1984. This includes direct investments, 
investments through subsidiaries of U.S. companies based in third 
countries, short term loans from U.S. banks and portfolio 
investments in South African stocks. 
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U.S. corporate investment is important in its aggregate, it 
particularly important in that much of the investment is in 
i sectors of the economy such as energy, computers, and 
insportation. 

South African officials are well aware of the impact of U.S. 
npanies. A 1978 State Department cable on South African 
titudes toward multi-national corporations, released by the 
erican Friends Service Committee says; "(the South African 
vernment's] stake in the multi-nationals is very large, not 
ly for obvious economic reasons but because they execute a 
Straining effect on policy-makers abroad." 

In November 1983, Prime Minister Botha stated "Foreign 
pital investment was important to South Africa because it 
pplemented domestic savings to finance investment, affected 
vorably the balance of payments, often involved transfer of 
chnology know-how, and, sometimes, immigration of managers or 
ghly qualified technical people." 

The situation in South Africa is steadily deteriorating. 
tstanding on the extensive list of South Africa's apartheid 
rocities in the southern African region is Pretoria's attack on 
e children of southern Africa. Inside South Africa, the 
tainees Parents Support Committee and the Black Sash reported 

February, 1987, that scores of thousands of people had been 
tained during the state of emergency declared in the last half 
1986. Over 40% of those detained were children under the age 
eighteen. Some were as young as ten years old. The reports 
beatings, torture, rape and murder by South African security 
roes and prison officials are a shocking testimony to the 
creased brutality and injustice of the apartheid regime. 

; of the World's 

} have the highest death rate among 
ildren in the world. Forty percent of child deaths in Angola 
id hozambique are directly attributable to the effects of South 
rican sponsored aggression. 

Repression by the government has touched every sector of 
iuth African society. All print and electronic media coverage 
islde South Africa has been restricted by the government. 
■reign reporters, local newspapers, and reports have been 
•nsored, questioned, detained, and even expelled under security 
sgialation. The incredible suffering of South Africa's black 
ijority is continuing, beyond the view of responsible press 
:rutiny and under conditions of unrestrained brutality and 
ificial violence. 

The South African government has also instituted new 
:aconian regulations further limiting any opposition to the 
Mrtheid system, it has banned even the non-violent 
iti-apartheid organizations of South Africa and has prohibited 
te unions from engaging in political acts against apartheid. 
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The South African governmf 

an extreme form of repression/ 

and police repression make it even more terrible. 

Many say that comprehensive sanctions are an extreme 
approach to the situation in South Africa. 1 say that the 
extreme apartheid system, as shown in the recent outrageous 
actions by the South African government, requires immediate and 
definite action by the U.S. government. Comprehensive sanctions, 
such as the disinvestment and the trade bans are the necessary 
response to the deteriorating conditions inside South Africa and 
Namibia. 

inside South Africa, but sonc 

Some assert that sanctions hurt Black South Africans nose. 
To that I say Black South Africans are ALREADY hurting. They 
have overwhelmingly called for comprehensive sanctions as a short 
term pain, long-term gain situation. Without sanctions, the 
government represses them. With additional sanctions, the 
government may continue to repress them, but only for the short 
term, because comprehensive sanctions, globally applied, will 
break the economic and financial back of apartheid. When the 
South African government can no longer afford the $500,000 per 
day it spends to occupy Namibia, or the millions per day it taken 
to keep troops in Che townships, run the police force and 
implement the ludicrous apartheid laws, the pressure on white 
South Africans will become intolerable. It is white South 
Africans, the people who are benefitting from the apartheid 
economy, who will be hurt the most by sanctions. 

The effect of a U.S. pull-out would affect less than 1% of 
the Black labor force. But, even if it were more, as the late 
Steven Biko said, "The argument is often made that the loss of 
foreign investment would hurt Blacks in the short run, because 
many of them would stand to lose their jobs. But, it should be 
understood in Europe and North America that foreign investment 
supports the present economic system of political injustice .If 
Washington is really interested in contributing to a development 
of a just society in South Africa, it would discourage investment 
in South Africa. We blacks are perfectly willing to suffer the 
consequences. We are quite accustomed to suffering." 

The Congress of South African Trade Unions (COSATU) and the 
National Association of Trade Unions (NACTU) have taken a clear 
and unequivocal stand for comprehensive sanctions. COSATU also 
specifically supports a call for: 
— stopping loans and credits 
— diplomatic isolation of South Africa 
— refusal of foreign visas to South Africans 
—withdrawal of landing rights for South African aircraft 
— disinvestment from South Africa 
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Many try to claim that increasing black unemployment in 
South Africa is a direct result of U.S. sanctions. Some of those 
sane people then contradict themselves and argue that U.S. 
sanctions have no effect an South Africa. As to the first point/ 
.unemployment among black south Africans BEFORE sanctions was 
already around 4Q-5QI {higher in the so-called bantustans). This 
statistical estimate comes from the Black Sash in South Africa. 
Therefore, to blame limited U.S. sanctions for 50% unemployment 
in South Africa is ignoring the facts and helping to spread South 
African government propaganda. 

Some argue that by disinvesting, the U.S. will lose leverage 
in South Africa and that D.S. companies will no longer be able to 
provide scholarships and do other beneficial things for South 
African blacks. This argument had new life breathed into it by 
the President's October 2nd report which claimed that $200 
million had been spent by U.S. corporations on programs for black 
South Africans over a ten year period, and that this justified 
continued corporate presence in South Africa. In the years 
1977-1985 these firms gave the South African government over 
twenty-seven times in income tan and over sixty-nine times in 
total taxes, that which they spent on the Sullivan principles. 
Over S8 billion in total taxes has been given to the South 
African government to finance the continued apartheid occupation 
of Namibia and the repression of the black majority. These 
corporations also continue to supply South Africa with the 
equipment, parts and vital technology necessary to automate and 
regulate the apartheid system. To accept the argument that 
corporations are doing good for blacks is to accept that a 
plantation slave owner was doing good for blacks in the U.S. by 
providing food, clothing and shelter for his slaves. We should 
not reward the oppressor by applauding his token gestures toward 
a selected few Blacks, while he continues to oppress the majority 
for profit. 

The cold reality is that the majority of Black South 
Africans never even have access to any U.S. corporations or their 
programs. That S200 million in corporate program money is $200 
million that the apartheid government can redirect toward 
repression. The educational system for blacks is already a 
travesty! When U.S. corporations supplement that system by 
financing segregated Bantu education, we are financing the 
apartheid structure — lending tacit approval to a racist system 
of inferior education for blacks. How can Mobil or Johnson and 
.Johnson claim to be helping blacks by providing scholarships to 
study in the U.S. to the tune of less than 510,000 per year (1987 
figures from the Institute for International Education), while 
also providing the resources to fuel the army vehicles used to 
facilitate killing the brothers and sisters of scholarship 
recipients in the townships and in the Frontline states and in 
Namibia?! 
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U.S. corporations are in South Africa to make money. They 
have been there for 60+ years, and it isn't until now, when the 
sanctions pressure is a reality, that their benevolence has 
emerged. No U.S. corporation operating in South Africa makes 
more than 1% of its profits in South Africa, and no U.S. 
corporation will entirely shut down internationally or in the 
U.S. if it loses its South African operations. Our bill will 
raise the cost of supporting the apartheid system and nullify 
that profit margin. 

There are those that say sanctions won't work. Just as 
Rhodesia claimed to be impervious to international sanctions, 
South Africa tries to pretend that it is less vulnerable to 
economic pressure than it really is. Unfortunately, when they 
say such things an uninformed American public, too many people 
are inclined to believe them, in spite of South Africa's "we 
don't need you" public attitude, in reality they are very much 
concerned about what goes on here. The South African government 
and parastatals spent over $52 million between 198S-1988 on their 
37 foreign agents, working against sanctions and toward improving 
their image in the U.S. (Department of Justice Foreiqn Aqents 
registration). If South Africa is not vulnerable to what we do 
here and if our actions don't affect them why are they investing 
™S U S & convincing us of their positions? u S sanctions WILL 
HURT South Africa. Because of that, and because of U.S. 
influence with other Western nations, we do have leverage on 
South Africa. 

When bank loans, computer equipment and parts, technology, 
profit re-investment, all trade and all investment are 
prohibited, apartheid will not immediately fall the next day. 
But, it will raise the cost of maintaining apartheid for the 
white South African government. White South Africans have the 
highest standard of living on the African continent because hey 
are reaping the benefits of the exploitation of 24 million black' 
South Africans. When that standard of living falls, when the 
South African bankers and traders making millions can no longer 
make those millions, and when South Africa is completely isolatec 
from the international community, apartheid will be at a breakia< 
point. The South African government knows this. Their threat 
that "if you try to mess with us, we'll just tighten the screws 
on the Blacks", will succeed if our response is anything less 
than comprehensive economic sanctions. Anything short of that 
will reinforce their renegade behavior in the international 
community. The South Africans are taking a gamble that the U.S. 
and England will protect them. They got the shock of their live 
when President Reagan's veto was overridden in 1986. We must 
shock them again, by separating them from their protection. 



.n closing I would like to say that I am a war 



it. cnairman, in closing I would like to say that I am at 
/eral other bills and suggested strengthening amendments 
: the Committee. I support any effort to strengthen the 



■ to quote Dr. Martin Luther King, Jr.: 
■nal policy and practice are the 
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incarnation of the doctrine of white supremacy in the 
midst of a population that is overwhelmingly black. 
But the tragedy of South Africa is not simply in its 
own policy; it is in the fact that the racist government 
of South Africa is virtually made possible by the 
economic policies of the United States and Great Britain. 
two countries which profess to be the moral bastions of 
the world." 

Even if the effects of sanctions cannot be entirely 
predicted, sanctions are necessary to remove U.S. financing of 
the evil of apartheid and to make our position absolutely clear 
to the world. 

We must act before it is too late. The situation in South 
Africa will not improve without outside pressures. If there is 
not real and dramatic change in the conditions of the Black 
people, there is little hope for peaceful change. 

The double standard toward South Africa and the other 
regimes we oppose is obvious. Our policy toward South Africa 
brands us before the world, particularly the Third World. As the 
crisis heightens in South Africa, we will become the focal point 
of discontent. That is not necessary. 

: support and acquiescence of 
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SOUTH AFiICA: INTERNATIONAL SANCTIONS 



ct of 1986 (P.L. 99-440) sake* it 
ha industrialized democracies and 
. cooperation in imposing sanctions 
describes the aanctioni iapoaed by 
>rganl sat ions and, for purpoiei of 
alto outlines U.S. policy on 

laive than those imposed by most 
he European Coaaunity countries, 
lition* and restriction!, including 
a ban on new investment *■/ European companies, a prohibition of oil 
export* end nuclear cooperation, and a ban on import! of iron and steel. 
Japan has alto imposed several sanctions, and the Japanese government has 
said chat it will follow the lead of the United States and Western Europe 
in suking tanccioni policy. Nany other countries have either enacted 
unilateral tanctiona or are enforcing sanctions iapoaed by international 

In short, prospects for U.S. cooperation with other countriet on 
sanctions night appear favorable. Efforts at cooperation could be 
strained, however, by the reluctance of soae countries to impose 
particular sanctions. West Cersuny, for exanple, has vetoed a European 
Coaaunity ban on coal imparts — a sanction imposed by the United States. 
Moreover, the effectiveness of international cooperation could be reduced 
by the willingness of some to cooperate in South African effort! to 
circumvent sanctions. 

In eny event, the State Department has said that it regards the 
language in the Ant i -Apartheid Act on international sanction* coordination 
ea "hortatory and not sundecory." It hat raited objections to aandatory 
U.K. sanctions and vetoed a UN Security Council sanctions resolution 
sudeled on the provision* of the U.S. sanction! law. 
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The Comprehensive Anti-Apartheid Act of 1986 (P.L. 99-440, Title 4) 
it** that tht executive branch should negotiate promptly with th* 
luatrialitcd democracies and South Africa'* other trading partner! to 
ich cooperative agreement* on imposing sanctions againat South Africa, 
tie negotiation! were to conclude by Har. 31, 1587, according to the 
{illation. Cooperation on sanctions has bean seen both ■• a way of 
lancing their effectiveness and of helping to assure that othar 
merits do not take advantage of U.S. sanction) to gain new markets. 
<y nations have already imposed sanctions of one sort or another, either 
[laterally or in accordance vith the decisions of international 
[aniiations. Coordination could be hindered, however, by the reluctance 
some nations to agree to sanctions that Bight damage key sconoaic 
lereits. In any event, the Administration remain* opposed to mandatory 
lemational sanctions and has refused to vote in fevor of coaprehensiva 
lotions at the United Nations or to convene an international sanctions 



Oil |rnds ISt.l Coal 



Headings: Arras; New Investment i Loai 
d Technology; Computers to Aparthei 
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U.S. Sanction! 

On Oct. 2, 1986, the Senate voted to override the President's veto of 
U.S. 4868, the Comprehensive Ant i- Apartheid Act of 1986, and the bill 
became lav (P. I.. 99-440) Ciee CRS Inua Brief 85188, South Africa and U.S. 
Sanctionii Legislative Activity of the 99th Congress). Tha Home had 
voted to override on Sept. 29. Tha sanction* imposed by thi* law are 
■mong the strictest impoMd by any Western industrialized nation, with the 
possible exception of Canada and Suedan, which have Only liaiced aconoadc 
tiea uith South Africa. The sanction! law prohibit! tha fallowing: 

— the importation of the South African Krugerrand or othar sold 
coins (19B4 import*: $486 million; 1985, before an earlier ban was iapoied 
by executive order: $101 aillion); 

— the inport of are*, ammunition, and military articles] 

— tha inport of tha pre 

government); 

apar tha id-enforcing agencies; 

government (1985: $148 ■illic 



— tha export CO South Africa of any nuclear material or technology! 

— South African government bank accounts in the United States, 
except for diplomatic purposes (March 1986, South African government and 
agencies had $129 million in U.S. banki); 



> (1985; $140 mil He 



probably been near zero; existing dir 

— U.S. Govern men t procurement from South Africa except for 

— the promotion of tourism in South Africa by U.S. agencies! 

— any subsidies for tredt uith South Africa} 

— the sale to South Africa of any items On th* U.S. Munition* List! 
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— the importation of South African t 
ricultucal product! C1985: 552 aitlion 
llion in otbar products), and sugar; 

— import! of iron and steal (1983; $291.6 aillion)) 

— crude oil and petroleum exports (no exports)) 
— • any military cooperation. 



In addition, the sanctioi 


is legiila 


tion include 


• a number of "positive 




for educat 




Irshipi for blacks and 


ial aid for detainees, as 


well as . 




to promoting economic 


felopment and human rights 


througho 


jt southern 


Africa. Some of the 


utions, including t lie Kru) 


(errand pr 


oh i bit ion ai 


id the ban on loans to 



Tha United States, which had bean South Africa's leading trade 
rtnar, fell to second place, slightly behind Japan, in 19S6. U.S. 
ports amounted to $1.3 billion, while imports were $2.0 billion. 

International Cooperation on Sanctions 

The Comprehensive Ant i -Apart he id Act under Section 401 makes it U.S. 
licy to seek international cooperative agreements with other 
luetrialized democracies on measures to bring about the complete 
■mantling of apartheid. In addition, according to tha Act, the 
■aidant or Secretary of State "should" convene a conference of the 
luetrialited democracies and other South African trading partners on 
ictiona. Negotiations "should" conclude within 180 days of enactment, 
.eh would be Mar. 31, 1987. If international agreements are concluded, 
l President is empowered to modify tha sanctions imposed under tha 
lielation accordingly, but only with the consent of Congress aiprsiied 
a joint resolution of approval. 

Hany countries have already imposed sanctions tn ona form or another 
linat South Africa. In particular, there are significant similarities 
:we«o U.S. sanctions and the sanction! imposed by the European Community 
I Japan. Thus, some prospect of international sanctions cooperation 
ild appear to exist. However, some countries have resisted some of the 
ictioos now enacted into U.S. law. West Germany, for example, recently 
:oed a European Community boycott oE South African coal, and isvsral 
ropman and other countries would be reluctant to give up lucrative eir 
ike with South Africa. Koreovar, virtually every major industrial 
natty, as well as Israel, has been accused of violating existing United 
Lioni and other sanctions against South Africa. While they have denied 
eea charges, critics continue to suggest that substantial violations 
ve occurred. Thus, even if international agreements on Sanctions can be 
gotiated, enforcement will remain en issue. 
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ufiil ■ report on Apr. 8, 1987, 

international conference on sanction) or ask other countriei to modal any 
sanctions they might adopt on thoae of the United States. The report, 
which «si required by Sec. 401(b)(2)(a) of the Act, stated that the Act's 
provision on convening an international conference was "hortatory rather 
than mandatory." The report apposed U.S. support for Mandatory 

international sanctions imposed through the United nations on ttic grounds 
that ■ Security Council resolution would deprive the United States of 
flexibility should the situation in South Africa change. Moreover, the 
report argued, sanctions fay other nations are within their "sovereign 
responsibility" and decisions on imposing tb«a should be taken 
independently. 

On Feb. 20, 1987, the United States vetoed a UN Security Council 

the Comprehensive Anti-Apartheid Act. In defending this vote, Secretary 
of State Shi.Uz told the Senate Foreign Relations Committee thet "We have 
e lot of trouble as a matter of principle with mandatory sanctions as 
voted by the UK. Senator Lugsr, a principal sponsor of the Act, responded 
that "our policy was one that could only be successful if our major allies 
of limited economic sanctions" 



Sanctions Iapoaed by Others 

This section reviews the sanctions otht 
international organizations have already imposed i 
divergence from U.S. sanctions. (For detailed information on sanctions 
imposed by 30 countries, see U.S. Department of State, Report to the 
Congress on Industrialized Democracies' Relations With and Measures 
Against South Africa, In Implementation of Sections 401(2)(b) and 506(a) 
of the Comprehensive Ant i- Apartheid Act of 1986. Washington, May 12, 
1987.) 

Major Trading Partners 

(1) European CoeeNmicy (RC). The EC nations (Belgium, Britain, 
Denmark, France, Greece, Ireland, Italy, Luxembourg, the Netherlands, Vest 
Germany, and, as of January 1986, Spain and Portugal), taken together, are 
far and away South Africa's largest trading partners. Their actions ere 
critical to the South African economy. In 198}, EC countries received 231 
of South Africa'a total world exports and provided 421 of South Africa's 
imports in 1984. Total trade with South Africa was roughly $10 billion, 
with exporta to South Africa primarily in industrial machinery and 
electrical equipment, and imports primarily in coal, iron, metals, and 
agricultural products. According to The Economist (Sept. 20, 1986), 
two-thirds of all South African coal exports go to the EC, valued at SI 
billion in 1985. The 12 EC countries elso account for approximately half 
of all foreign investments in South Africa. Eight of the 12 EC countries 
have embassies in Pretorie (Denmark, Greece ,_ Ireland, and Luxembourg have 
no diplomatic relations with South Africa). 
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Before 1983, the EC hid taken limited action against apartheid. The 
Coda of Conduct, a voluntary coda calling for employers in South Africa to 
•pplj fair labor practice* and to permit trade union activity, uas adopted 
in 1977. Sporting linka had been discouraged since 1977. Between 1980 
and 1984, th« EC spent roughly $11 oil I ion in aid to nonviolent 
ant i -apartheid movement* and to South African refugee* in neighboring 
"e*. In that seme period, aid to the neighboring nation* who are 
of the Southern African Development Coordination Conference 
(SADCC) reached approximately $B00 Billion. 

On Sept. 10, 198J, the 10 notion* of the EC plu* Spain and Portugal 
I they would "haraoniie their attitude!** on a aerie* of aeaiurai 
designed to bring about change in South Africa. The "positive Mature** 1 
included: continued adherence to the EC Code of Conduct! increased 
assistance for nonwhite education and nonviolent anti-apartheid 
organizational intensified contact* with nonwhite* in political, tred* 
union, business, cultural, scientific, and sporting sectors; and continued 
»jiit SADCC and the frontline itate*. 

"Restrictive neeiures n included: 



1 ben on oil export* (1984: $42.3 Billions 19S5: $2.7 niuion); 
i ben on export* of conputer* to the police and armed force* i 
I ban on nuclear cooperation; 

of the 1977 "CI en eagle* Agreement" 

Oved in September 1986: 

. companies, not 

— a ban on import* of iron and steel (1985; $322 million to 12 EC 
utioni); 

— a ban on import* of Krugerrand* (1935: $107 million to 12 EC 

EC decisions are generally binding, but implementation of the 1986 
investment ban is being left up to the member state*. A proposed ban on 
coal import*, tentatively approved at a June 1986 meeting, was dropped in 
august after strong oppoiition from Germany, supported by Portugal. They 
argued the ban on coal would cause significant unemployment among black 
■inert, while supporter* of the coal ban felt its omiision served only to 

■ the credibility of the lanction* package. 
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Some EC nation* have adopted additional unilateral measures. Denmark 
ha* terminated air agreements with South Africa, and its Legislature 
recently voted for an alaoat total trada ban uith South Africa. Ireland 
haa ordered phasing out import* of all South African fruit* and 

(1) Japan. Japan became South Africa's largest single trading 
partner in 1966 , ranking just ahead of the United States and Heat Ceraany, 
In that year, Japanese aaports to South Africa Here SI. 4 billion, 
primarily in electronic*, automobile*, and spar* parts. Import* from 
South Africa vera SI. a billion in coal, Metallic minerals, platinum, and 
naite. According to soma reports, Japan's nuclear power industry has 
relied heavily on South African uranium. 

For 30 years, Japanese policy ha* prohibited direct investments in 
South Africa; nevertheless, Japanese products are produced in'South Africa 
through Licensing arrangements with South Africen companies. Japan has 
restrictions on bank loans but some banks reportedly channel loans to 
South Africa through oversea* affiliates; according to some analysts, 
these loans finance only Japanese trade with South Africa. Japan 

prohibits the export of arms to all nation* and follows international 
guidelines respecting nuclear exports. Japan haa no official diplomatic 
rcletion* uith South Africa, but maintains close consular relations. 

Some report* characterize Japanese business, particularly the 
computer industry, a* ready to capitalize on th* vacuum left in the South 
African economy if and when Westerners withdraw. But Japanese leader* 
heve laid repeatedly they would follow the lead of the United State* and 
Western Europe in making South African policy. The Japanese government 
has requested importers not to undermine U.S. and EC sanctions, including 
the U.S. ban on coal imports from South Africa. 

Reagan announced hi* executive order in 



-- a voluntary ban on imports of Krugarrands (1984! SSI million)) 

— a restriction on bank loans to South African resident* (data 
•■liable)! 

— a restriction on cultural, (porting, and educational exchanges. 
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eiitly, 100-200 South African* per 



— a "confirmation" of *uipcn*ion of air link* uith Soutb Africa 
{occasional charter flighta have operated for the past levaral yean). 

Japanai* positive measures have included calli on coapaniei doing 
business in Soutb Africa to follow equal employment practice* and to 
increase Japanese cooperation in the area of human resource development. 

(3) ¥e«t Germany. According to the International Monetary Fund 
(IMF), West Germany rank* a* one of South Africa'* top three trading 
partner* and recently has become the world's largest exporter to South 
Africa. In 1986, exports totaled $1.) billion, primarily in machinery and 
higb-tachnology items, while import* from South Africa ware $1.1 Billion, 
led by import* of chromium. In 1985, total West German investment in 
South Africa was estimated to be $2.7 billion. 

During the EC's debates, We*t Carman Chancellor Helmut Kohl wa* 
reluctant to impose sanctions but did agree to the EC package — including 
the ban on coal import* — that was tentatively approved io June 1986. At 
the September 1)86 meeting of the EC, however, Germany blocked the ban On 
coal import*, arguing it would hurt blacks more than the whit* South 
African government by putting black miner* Out of work. Some analyst* 
maintain German rejection of the full sanctions package had more to do 
with Kohl'* need to satisfy elements in hi* ruling coalition who strongly 
Opposed sanctions. 
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latcher has been quit* vocal in her rejection of "punitive 
ms" against South Africa, arguing they would hinder the reform 
i. She has faced criticism from opposition forces in Parliament 
iccordlng to soma report*, the Quean) for her South African policy 
i been accused of usiog various delaying tactic* to avoid imposing 



Despite objections to sanctions, Britain joined the other see 
the EC in imposing the meesure* agreed to in 1985 and again in 19 
July 1986, in dissenting from more sweeping Commonwealth sar 
Britain announced voluntary bans On new investment (1983! $418 s 



According to an April 1987 State Department report issued in 
compliance with the Comprehensive An ti -Apartheid Act, British companies on 
occasion have exported item* prohibited by the 1977 mandatory UN arm* 
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embargo to South Africa. (Report To Congress Pursuant to Section SOB of 
the Comprehensive Anti-Apartheid Act of 1986; Compliance with tha U.N. 
Arm* Embargo. Apr. I, 1986.) These shipments war* nada without 

government permission, the report added. 

<S) Italy. In 19B6, Italy e. ported $355 million to South Africa, 
primarily in industrial machinery. Import* froa South Africa reached SI. J 
■ill ion, primarily in raw materials, making Italy one of the largaat 

recipients of South African products. 

Italy hai agreed to impoie all niimti agreed to by tha EC, 
including poiitive measures auch es aid to victims of apartheid and to tha 
frontline ttatet. Italy hai taken no unilateral action outtida the EC 
Eramework. The April 1987 State Department report on compliance with tha 
LJH ami embargo etated that Italian companies are involved in the 
maintenance and upgrading of major weapons systems, provided before tha 
1977 embargo was impoacd. 

(6) Franca. French trade with South Africa lagi behind that of tha 
other large industrialized democraciea. In 1986, Franca exported $412 
million to South Africa, while Imports were $343 million. Prance, 
however, holda an estimated JX to 101 of foreign investment in South 
Africa, amounting to between $1.5 billion and SI. 8 billion. 

Other than its commitment to abide by the U.N. arms embargo, Prince 
had no junction* prior to the rile in unrest in South Africa in lata 1984, 
Franca'i decision to impose sanction* was the firit action taken by a 
Western power after the South African government Imposed • state of 
emergency in July 1985. The French government, then led e socialist prime 
minister, reversed a longstanding policy of opposition to sanction* by 
suspending all new investments (existing investments vara unaffected), 
and recalling its Ambassador. France called for an urgent meeting of tha 
U.N. Security Council and cosponsorcd a resolution with Denmark calling 
for the adaption of voluntary sanction* against South Africa (the 
resolution was approved July 26, 1985, with the united Statea and Britain 
abataining). France joined the other EC countrie* in the Septenber 1985 
decision to restrict trede of oil and paramilitary Mterials, and to 
boycott cultural and athletic exchanges. In addition, France announced in 
November 1985 thet it would not renew coel contract* with South Africa. 

French policy aakera continue to face conaidereble pressure for 
sanctions against South Africa from domestic anti-apartheid group*. 
However, conservative Prime Minister Jacques Chirac, elected in March 
1986, has returned the French Ambassador to Pretoria. Although France 
continues to comply with all EC sanctions, it has ceased to be a leader on 
tha issue. The State Department's April 1987 report on tha UN arm* 
embargo indicated that French companies have been involved in maintaining 
and upgrading South African weapon* system*. 

Other Countries 

(1) Frontline Statea. Angola, Botswana, Mozambique, Tanzania, 

Zambia, and Zimbabwe make up tha "frontline states" of Southern Africa, 
which have taken a strong stance agaimt apartheid. According to the U.S. 
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State Department, 6'I of Zambia 1 ! imports and 131 ol Its iiports art 
trait i ported through South Africa. Ziababwa depend* on South African 
transportation links for 95Z of all ovarian trada. South Africa ta the 
primary source for food, elect ricity, oil, and mineral! for tavaral 
neighbor*, and rcaittance* fro* foreign worker i provide ilanif leant 
portions of those nation*' groii national product!. Angola and dlatant 
Tsncanis, however, have reaained independent of tha South African economy. 

Some opponents of U.S. and other sanction 
af South African economic retaliation against 
•rauaent againit sanction). Other opponents 
liiould ba the firit to iapoae sanctions againi 
ba leader* of those atatea are hypocritical t 

omnuiity for punitive swa lures againit apartheid while benefitting (roa 
rid* with South Africa. A contrasting view ii that because tavaral of 
ha frontline states depend on South Africa'* economy, they should not be 
acpaxtad to take the lead. Bather, it 1* argued, they Butt rely Of) other, 
est* vulnerable, nationi to do eo. Hauy nation! now contribute aid to tha 
•rontline atatea as a "positive measures" against apartheid. 

Zambia and Zimbabwe have been outspoken in their advocacy of full 
■apl entente t ion of tha proposed Commonwealth sanctions again! t South 
iriudu below). Observers question whether they can afford t* 

•apl eaten t these measures themselves, although they initially aaid that 
hey intended to do so by the cod of 1M». By early 1M7, however, It wet 
:Lear that' they bad postponed any immediate economic steps against South 
ifrica. Bocawana baa naintained a low profile on tha Issue af tenet lens , 
md aoate analysts qunatinn Botswana's ability to impose the Coananvea 1 1 h 
■eaaures. Taaxaaia is norn independent of the South African eeeaany than 
itber frcstliae atatea. 

12} Ta-ri* Canada is not one af South Africa** leading trading 
partner*, bat baa taken a lead role en sanction*. Canada cl«*ad it* 
jeabassj in Pretoria for ana day on J mm In, If**, in e*vta*l i* Snath 
tfrica's eeclnracioa nf n »tat« af aaargency. *rlns Kinittar nVlan 
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— a ban on government procurement of all South African products; 

— an and of processing of Mamibian uranium) 

— an embargo on all Canada-South Africa cargo and passenger air 
transportation] 

— an and to program! to develop and insure Canada-South Africa 
export, markets; 

— tlm cancellation of accreditation of five South African attache! 

(1) Israel. Iirael appear* not to be one of South Africa's major 
trading partners. In 1986, according to published data, Israel imported 
$180 million from South Africa, mostly coal, while eaporte to South Africa 
«ere $65 million. Ho data are available on Iiraeli investment in South 
Africa, although it is aasuoed to be small. Israeli businesses, however, 
have established economic relations with some of the so-called independent 
homelands, and Israelis reportedly heve been developing agricultural and 
irrigation systems, providing doctors, and contracting for the 
construction of a hospital. 

According to the London financial Times (Aug. 19, 1MS>, the 
published statistics for Israeli-South African trade greatly understate 
the real trade relationship between the two nations because they exclude 
the sale of armaments. Israel has been accused of felling weapons 

directly and indirectly to the South African government, of setting up 
weapons licensing operation* in South Africa, of training South African 
military end police, and even of cooperating with South Africa in nuclear 
weapon* research. Israel has repeatedly end vigorously denied these 
charges and insists that it abides by the II. H. eras embargo. 

According to the Stete Department's report on international 
compliance with the UN arms embargo, Israel "appeers to have sold military 
systems and sub-systems and provided technical assistance on a regular 
basis." Further, the report stated, "we believe that the Israeli 
government was fully aware of most or ell of this trede." On Mar. IS, 
1987, Israel announced that it would not allow new arms contracts to be 
signed with South Africa and that old contracts would be allowed to 

Limited economic sanctions ware reportedly epproved by the Israeli 
cabinet in September 19S7. Under these prohibitions, new investment end 
government loans will be prohibited while Krugerrand imports (reportedly 
negligible because of exchange controls) are to be banned- Iron and steel 
imports will be froien at current levels, but reports indicate that coal 
imports will remain unaffected end thet a proposed ban on exports of 
certain computers with military applications was rejected. According to 
the cabinet decision, Israel's government will take all Steps necessary to 
assure - that the country doea not become a transit station for 
iting sanctions imposed by other countries. 
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(A) Oil -Producing Statat. A* an nrjimi ration, th» Organisation of 
trolaun Exporting Countriaa (OPEC) consider* itiaLf "oonpoti tleal" and 
•rafore unabla Co impose sanctiom; houavar, the OPEC aeaber atate* 
lgarii, Gabon, Indonaiia, Iran, Kuwait, Libya, Nigeria, Qatar, ImdL 
abia, U.A.E., and Venezuela) hava all officially uinouncad sanction*, 
eluding an oil boycott of South Africa in 197}. Tha Arab producer*, 
own aa OAPBC (Algeria, Bahrain, Egypt until 1919, Iraq, Kuwait, Libya, 
tar, Saudi Arabia, Syria, Tuniaia, and U.A.E.), raaffirajad tha oil 
bargo in 1983. Analyata agraa, however, that eoaa Paralan OuLf itate* 
• South Africa** principal oil aupplier*. Sona of thia ail uay raach 
Jtb Africa through tradara and without tha diract knowledge of tha 

Prior to tha fall of tha Shah in 1979, Iran opaoly aupplled South 
rica with an eatinated 90X of ita ail. Ayatollah Sapnoini cut off that 
Pply, hut aona report. ■ *ugge*t that Iran aa wall ■» Iraq nay hava 
lowed oil to ha ahipped to South Africa in as change far tha hard 
nancy (or in Iran.'* caaa, yoaaialy anauaitiea) aaadad ta pursue tbair 
r. Tb* governaeats of Saudi Arabia and Oaaa hava alao baas accuaad «f 
lowing aalaa of tbair ail ta South Africa. 

(S) Othar Asian States, laiuaa is tha Asia* aatiaa aest Irae-aatly 
tad for ita cloaa tiaa ta South Africa, and it* potential rala aa am 
adax of sanction*. It reportedly iuports South African raw aeteriale. 
Eluding caal aad wraeiun, and aititary tinha era aaepacted. Sporting 
M <r* aaiataiaed, and air links between JekaBaesbwrg aad Taipei, began 
19M by South African Airway* (Saa), continue. 

South Kama i* afua cited aa a pocaatial »ab*titwto aarket far South 
rican export*. Bat tha South Korean Assistant faraiga Minister h## 
acrihad bia aatiaa'a ralatioaa with South Africa mat *a» official 
>r. act with f lit* Africa ant caudaaaatioa af tha apartheid syacan." 

■ang gang ia also a—t inas nentisnad a* an inssrteof sltoraative 
rhuat and conduit far S outh Africa ia tha facet af sanctions, la A a go at 

t*. aang Sang I a ban an inanrt* af gaU caiaa frwn Snot* af rica 

th African enld caiaa nay ha i apart ad via acaer t aiitfiaa). 




: aoaunera* *.*»- .oAK^.*** 
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(7) Scandinavian countries. Sweden Announced in March 19S7 thac it 
would impose a ban on all trade uith South Africa with effect from July 1. 
According to the Swedish foreign minister, the ban if a reaction to the 
failure of the UN Security Council to impose nindstory international 
unction) (New York Tim*, Mar. 13, 1987). Sweden had banned new 

inveitoents in South Africa in 1979 and barred agricultural import!, 
iporta exchanges, air traffic, and loan* to the South African government 
in 1985. Under the 1987 sanctions, Swedish coapanie* active in South 
Africa would not be permitted to supply their subsidiaries after October 
1, although reports indicate that they would be able to import from 
company subsidiaries outside Sweden* Fewer then a dozen Swedish companies 
that supply the South African mining industry are likely to be 
significantly affected by the new restriction- 
Denmark and Norway have also banned trade uith South Africa, and 
Norwegian companies have until September 1987 to cut their South African 
links. However, the Norwegian government, reportedly concerned over th* 
loss of imports of high-grade metal ores from South Africa, will review 
the effect of its sanctions on Norwegian industry after two year* (Weekly 
Hull, Johannesburg, Mar, 26, 1987), 

International Organisations 

(1) United Nation*. Compliance with U.N. General Assembly 
resolution* is voluntary; U.N. Security Council resolution* can be 
mandatory in theory, although in practice the U.N. ha* shown little 
ability to punish violator*. 

Both the General Assembly and the Security Council of the United 
Nations have dealt with the issue* of apartheid and South Africa. Major 
decision) have included: 

— a request for nation* to break diplomatic relation* and prohibit 
all trade with South Africa (General Aiiembly, 1962); 

— a voluntary arm* embargo (Security Council, 1963); 

— a vote for South Africa'* major trading partners to end their 
increasing economic, military, and nuclear "collaboration" with South 
Africa (C.A., 1968); 



- a decision that South Africa no longer be permitted to participate 
: work of the General Assembly (although South Africa ia still a 

of the U.N.) (C.A., 1974); 

- a mandatory arms embargo (S.C., 1977); 

- a ban on the importation of South African arms (S.C., 1977); 
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(2) Cossaoowealtb.. Economic tie* between the 49 independent nation! 
the Commonwealth and South Africa are net particularly strong except in 
* case of Britain and tha frontline states that ara Commonwealth 

Prior Co 1985, the Commonweol 
actions against South Africa. At tha 
tobar 198S, the Commonwealth voted to 
■a aabargn and to discourage sporting i 
oouaced a aeries of additional limited 
ens to tha South African government and its agencies! a readiness to 
op imports of Krugerrandsl a ban on oil exports; a ban on exports of 
mputer equipment to apartheid-enforcing entities; a ban On new contracts 
r exports of nuclear materials; a ban on all military cooperation and 
chnology; a ban on government funding for trade missions to South 
ricat and discouragement of all cultural and scientific events except 
ose contributing to the end of apartheid. A seven-member Eminent 
raoos Croup of (EPC) was appointed to promote political dialogue in 
nth Africa and to assess tha level of progress toward popular 



The conclusions of the EPC were presented in August 1986 to leader 

mbia, and Zimbabwe) meeting in London. Citing "the absence of effectiv 
onossic pressure on South Africa and tha belief of the South Africa 
r.horities that it need not be feared," aix leaders, without Britain 
reed to a continuation of tha sanctions ieposad in 1985, and to th 



— a ban on new bank loans {1985: outstanding South African debt of 
.1 billion to Britain, figures unavailable for rest of Commonwealth, but 
w sew loan* approved in 1986)', 

-- a ban on ieiports oE uranium (data unavailable), coal (1983: $49 
llion), iron and steel (19B3i $115 million), and agricultural products 
983: $1.1 billion); 

— a ban on government assistance to tr. 
rice (1985: $2.8 billion in export credits 
■eonweelth data unavailable); 

— a ban on government contracts with majority-owned South Afri 
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a on air link* with South Africa; 



Thaia miiuiii are nonbinding on the Comonwcal ch at a whole and can 
be actad upon at the members' discretion. The Commonwealth Secretariat if 
impacted to tr-.i a data for tha imposition of lanctiom. 

British Print Minister Margaret That, char oppoiad tha 1966 
Commonweal ch measures, to the extant that loae observers were predicting 
tha breakup of the organisation over the sanctions inue. 
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SECURITIES AND EXCHANGE COMMISSION 



August 22. 19G5 



■ Honorable Jake Garn 

limn 

ranlttee on Banking, 

Housing and Urban Affairs 

ited States Senate 

shington. D. C. 20510 

ar Chairman Garni 

In Chairman Shad's absence. I am responding to your letter 
t*d July 18, 1965, in which you requested an analysis of Sectioi 
of H.R. 1460 the "Anti-Apartheid Act of 1985" ana how it may 
fact the sales of South African securities in the U.S. market, 
rtlcularly the over-the-counter market. Enclosed is a report 
spared by the Division of Market Regulation that I hope 
responsive to your questions. 

Thank you far the opportunity to comment on this bill. If I 
n be of any further assistance to you, please do not hesitate 



Ctj^-CCV 
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STAFF REPORT 

Thi» report analyzes Section 4 of B.R. 1460, the ■Anti- 
Apartheid Act of 1965,* *■ it passed the Bouae of Representee 
tlvaa ("Bouae-: on June 5, 1985. and how that section My 
affect 0.8. investors and tht 0.8. asrket In South African 
securities. Specifically, thla report examines the 0.8. markets 
In South African aecurltlaa highlight* differences In reporting 
raqul regents depending on whether the security Is traded on a 
0.8. exchange or in the 0.8. over-the-counter Core) Market 
•nd dlacuaaea ambiguities in the terms of the bill and the poten- 
tial effect of the bill an 0TC trading in South African aecuri- 
tiaa. _1/ 

t. Introduction 

A. The M.S. Market* for South African securities _2/ 

South African securities are generally traded In the 0.8. 
in the fora of American depositary receipt* {'ADR**). 3/ The 
vaat majority of these securities are traded OTC. In th"ia re- 
gard, the New York stock Exchange Inc. ('NYSE-) currently 
trades only one South African security. ASA Ltd.. a cloaed- 
*nd invaataent eoapany in gold aining concerns, that haa 
been Hated on the NYSE alnc* 1958. In 1984, 15,335,500 
•harea were traded on the eichang*. The Aaerlcan Stock Ex- 
change, Inc. CAmei") alao trade* one South African security, 
0'Okiep Copper Co., Ltd.. that haa been Hated on the Ate* 
aince 1946. Thla security has 1,300 O.S. ADR holders, 1.2 
pillion ADRs outstanding, and averages 2.000 ADRs traded 
daily. _4/ 



1 / It Is our understanding that the bill, as reported out of 
the Conference Committee, no longer contains provision* 
aimllar to Section 4 of B.R. 1460 a* initially paaaed by 
the Souse, nevertheless, because Section 4 ralsea 
important issues that aay resurface in the future, we 
have completed an analysis of the section. 

_2/ Host Of the South African securities that are traded in 
" the O.S. are also traded on the Johannesburg Stock 
Exchange. 

3 / An ADR is a substitute trading certificate for a foreign 
security issued by a bank which holda the underlying se- 
curity. Virtually all ADRs in this country are issued 
by Citibank Irving Trust, or Morgan Guaranty Truat. 
ADR* were developed to ease problem* of U.S. Investors 
In transferring shares, collecting dividends in dollars, 
and obtaining information froa foreign issuers. 

4/ In addition, options on ASA Ltd. are traded on the Amex. 
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At the and of June, 300 foreign aecuritles were traded on 
tha National Association of Securities Dealer*, inc. ("BASD") 
automated quotation system, known aa nasdaq. 5/ eighty two 
of these fortlgn securities were traded In ADR form; 19 of 
thoae ware South African ADRa. Mo South African security waa 
traded in share form From January 1 through July 30, 19B5, 
over 84. S Million South African AOPs were traded on NASDAQ, 
which cepreaented .7% of HASDAQ volume and 13.3% of total 
foreign aecurltiea' share and ADR volume for the aaae period. 
Eleven South African ADRa were in the top 50 NASDAQ foreign 
aecuritles ahare/ADR volume leaders for the period January 
through June 1965, 6/ Furthermore, 15 South African ADRa 
were in the top 50 NASDAQ foreign aecurltiea dollar volume 
leadera for that period. Each Couth African ADR traded on 
NASDAQ haa an average of 12 NASDAQ market aakere. 

In addition to the 19 South African ADRa en NASDAQ, 56 
South African ADRa are traded solely In the pink eheata. 7/ 
These 75 South African ADRs traded in the OTC market represent 
246.5 ailllon adrs outstanding. A representative of Irving 
Trust estimates that U.S. investors could hold up to 20 to 40% 
of the outatandlng shares of any Individual South African com- 
pany. He alao estimates that 200,000 D.S. Investors 6/ hold 
South African ADRa (U.S. institutions 9/ hold 20t and~~U.S. 



5 / The number of foreign securities and ADRa traded on NASDAQ 
fluctuate* over time. In 1981, 256 ADRa were listed on 
NASDAQ (Including 92 new ADR listings for that year). 

6 / Only one South African ADR, however, appeared In the top 
50 NASDAQ moot actively-traded Issues — De Beers Consoli- 
dated Ninea, which ranked 35th. 

■1 / The pink sheets are a dally publication of market makers' 
non-firm quotations or Indications of Interest in secu- 
rities traded OTC. The sheets are published by the 
Rational Quotation Bureau. 

8 / This large holding, If accurate, may be because many U.S. 
investors may view South African mining stocks as a sub- 
stitute for purchasing the commodity. 

m 9 / Institution* say purchase shares aa opposed to ADRs 
in South Afrlcsn aecuritles on foreign exchanges to 
avoid custodial ADR chargea. We do not know the extent 
of these purchases. 
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individuals hold the remaining 60%). He estimates that $3 
billion of OTC- traded South African adrs are held by U.S. 
lnveatora. 

B. Reporting Requlreeients for foreign Securities 

Prior to October 6, 1983, Rule 12g3-2 under the Securi- 
ties exchange Act of 1934 ("Act") exempted all foreign secu- 
rltlea traded over NASDAQ from Section 12(g) registration 
provided that the Commission received all Information Bade 
public by the lsauer In lta domicile. On October 6, 1983, 
the Commission aaended Rule 12g3-2 to require all foreign 
issuers seeking Inclusion in NASDAQ to be registered pur- 
suant to Section 12(g) under the Act. 10 / The amendments 
generally subject foreign securities traded on NASDAQ to 
the sane reporting requirements ss domestic securities end 
foreign securities listed on U.S. exchanges. 11/ Pursuant 
to a grandfather provision! however, non-CsnedTsn NASDAO 
foreign securities 12/ that were exempt from Section 12(g) 
registration on October 5. 1983 could continue to be exempt 



10/ See Securities Act Release No. €493; Securities Exchsnge 
~* Act Release No. 20264 (October 6, 1983), 4B PR 46736 
(■Rule 12g3-2 Release*). 

11/ All stocks listed on an exchange, whether domestic or for- 
eign, are required to be registered under Section 12(b), 
and ss a matter of practice exchanges require that the 
foreign security underlying an ADR be registered before 
the ADR is listed on sn exchange. 

12/ Canadian securities, which were sxes.pt on October 5, 1983, 
could continue to rely on the exemption until January S, 
1986. Csnsdlsn securities were treated differently be- 
cause of the particularly close nexus bstwssn the U.S. 
snd Canadian securities markets. Foreign securities 
traded solely in the pink sheets can still apply for the 
exemption. 
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an long aa their Issuer continued to supply the Commission 
public Information about th« company. 13/ Moat ADRs of South 
African aacurltlas traded on NASDAQ arc traded pursuant to 
this grandfather provision. 14 / 

XI. Effect of Section 4 of the Bill on the OTC Market 

Section 4 appears to proh bit the purchaae by U.S. per- 
sona of securities of South African companies, 15/ with a 
number of exceptions! including permitting such aecurltlea 
to be freely purchased on a 'national aecurltlea eichang*- 



To maintain the exemption. South African companies file 
annual and senl-annuel financial reports, dividend 
declarations, press releases, and quarterly reports 
filed with the Johannesburg Stock Exchange. 

The bill could create incentives for South African 
companies to list new Issues on an exchange rather than 
on NASDAQ, To do So. however, would require then to 
register under Section 12(b). He question whether many 
South African Issuers would be willing to register under 
Section 12(b) to seek an exchange Hating as we understand 
that a number of South African Issuers had previously Indict 
that, had they not been exempted from 12(g) registration 
by the grandfather provision, they would have permitted 
their securities to be removed from NASDAQ and traded 
solely in the pink sheets. 

Section 4 literally can be interpreted to restrict 
OTC trading even In the securities of U.S. companies 
that do business in South Africa. While it la our 
understanding that this was not the Intent of the bill, 
the terms of the bill and the Bouse Report do not 
clearly distinguish between South African companies and 
u. e companies that have subsidiaries in, or otherwise 
do business with. South Africa. Accordingly, we would 
suggest clarifying language on this natter. 
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• • defined by Section 6 of the Act. 16/ Specif ically, Sec- 
tion 4 appears to Apply to both primary offering* and aecondary 
trading 17/ In the OTC aarket by D.S. persona in South African 
securities. 

Thus, the bill could effectively eliminate the U.S. OTC 
market for South African aecutltfea. D.S. holder* of South 
African aecuritlea Mould be permitted to aell thoae aecurltlea 
only to foreigners, la/ In addition, because NASDAQ aarket 
aakera. aa D.S, persona, would apparently alao be oubject to 
the purchaae prohibitions, they probably would be forced to 
discontinue displaying quotations in NASDAQ. In thla regard* 
the NASDAQ aarket la a dealer aarket; NASDAQ aarket aakera 



See Section 4(b)(3). This language apparently was intended 
not to extend to organised aarketa off of exchanges. 
Indeed, the legislative history of the bill explicitly 
states that the securities exchange trading exemption 
conteined In Section 4(b) includea "O.s. services that 
have e Marketplace or facllitlea aueh as the New York 
Stock Exchange, but not foreign securities exchanges, 
automates services like the National Aesocistlon of 
Securities Dealers Automated Quotation (NASDAQ), end new 
securities offerings by private D.S. dealers.* House 
Come, on Foreign Affs., Report to Accompany B.R. 1460 
(Part 1): Antl-Apartheld Act of 1985, 99th Cong., 1st 
Sesa. 9, 10 (1985). 

Primary offerings refer to newly lasued securities re- 
ceived by the Investor from the issuer or its under- 
writing group. Secondary trading refers to poet pri- 
aary offering trading, where investors aell their 
securities to other Investors. 

while the bill does not specify how the investment prohi- 
bitions are to be administered or enforced, aarket aakera 
also aay be subject to some administrative coata if they 
are required to check that purchasers are non-U. S. per- 
sons. Because market makers often deal with bsnks or 
other brokers or dealers who represent customers, It 
aay be difficult for aarket makers to ascertain the 
citlxenship of the actual purchasers. 
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display quotation* Indicating their offere to purchaae and 
Mil. By being prohibited from purchasing securities, NASDAQ 
market makers could not establish a position nor aell South 
African securities abort (they could not purchase securities 
to cover a short position). Banca. thay could not function 
aa Bsrktt naliera. Buslnaas would have to be conducted on an 
•gency-crose bsala where the firm auat find a non-U. S. person 
to purchase the South African ADR* fro* lta D.S customer 
This would be extremely inefficient for executing email retail 
ai>a ordara and almost defintely would lead to the security 
dropping off of NASDAQ. The Commission in the Rule 12g3-2 
Releeee cltad what commentator* believed would be the con**- 
quencea if a foreign security lost lta NASDAQ market and waa 
traded in the pink sheets: 'increased price spreads, decrease 
in information, price quotes not carried in newspapers less 
liquid norket and fewer Institutions In the market absence 
of NASI) surveillance, and delaya In execution of transfers. 
These factora could cause a price drop of twenty percent 
according to one estimate.* 19 / In the present case, because 
no U.S. person could purchase the security, the viability of 
even a pink sheet market vould be In doubt, leaving only a 
foreign Barketplace In which to trade the security. Thus, 
by severely restricting trading of South African securities 
on NASDAQ and in the U.S. OTC market, most U.S. holdera of 
South African securities (those securities traded OTC) could 
be deprived of a liquid market and the value of their invest- 
ment could be reduced aeverely as a reault. 

Distinguishing between trading South African securities 
on an exchange and on HAS DA Q slso raises an issue involving 
equal treatment of similarly-situated markets. While the 
OTC market has traditionally offered a Barketplace for Smal- 
ler, sure speculative securities, the NASDAQ System currently 
Includes a eubatantial nuBber of actively traded, well capi- 
talized and widely held securities. For this reason, the 
Commission is attempting to eliminate artificial distinctions 
between exchange and OTC markets. He believe that the elimi- 
nation of these distinctions Is particularly Important to the 
developing national market system (*NMS*) for securities. In 
this regard, Congreaa mandated the Implementation of the NHS 
and cited as one of its goals "fslr competition . . . among 
markets and between exchange markets and over-the-counter 



19/ Rule 12g3-2 Release, supra note 10, 48 FR 46757. 
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Markets.* 20/ In elucidation of thta goal, Congress stated 
that 

[t]hc objective Mould be to enhance competition 
and to allow economic forcea Interacting within 
a fair regulatory field, to arrive at appropriate 
varlatlona in practices and services. It would 
obviously be contrary to this purpose to compel 
elimination of differences between these types 
of aarkete or types of firms that sight be compe- 
tition enhancing. 21/ 

He believe that Congress did not Intend unnecessary regulatory 
distinctions to be made between exchange and OTC Mrket trad- 
ing In the NHS. He also believe that Congress did not intend 
to reduce the secondary m«rket liquidity) and, therefore the 
valuer of securities currently held by thousands of U.S. public 
investors. Accordingly, we believe that, unless justified for 
ressons not apparent in the law or report, Section 4 should not 
be applied to publicly traded securities. 



20/ Section ll*(i)(l)((.')(ii) of the Act. 

21/ Senate Cobb, on Banking, Rousing S Urb. Affa., Report 

to Accompany S.249: Securities Acta Amendments of 1975, 
S. Rep. Ho. 7S, 94th Cong., 1st Sess. 8 (1975). 
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U.S. HOUSE OF REPRESENTATIVES aSSiSTE: 



FOR T« HEARING ON TBE ANT I -APARTHEID ACT AMENDMENTS OP 19S8 
10 a.*. ROOn 2128 Bayburn Thursday, JUna 2, 1988 

Reptesenbatlve Robert Garcia 

Mr. chairman, I am glad that the Banking, Finance, and urban 
Affairs Committee ha3 the opportunity to contribute to and expand 
the U.S. role in the fight against apartheid. For forty years 
apartheid has been the rule in South Africa. We can now change 

So Car sanctions have made the apartheid businasa less 
comfortable. With a little more time and by tightening up the 
loopholes, sanctions will make apartheid less profitable and lend to 
the eapoweraant of the black majority. It is aa investment In the 
Euture of the people of South Africa, as well as our own future. 
For whether or not the government of South Africa likes it, there 
will be majority tula In south Africa someday. He are not only on 
the sida of tha angels whan we fight apartheid, we are also on the 
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Mewa Sron South Africa often makes the situation aa* 
hopeless, wa must therefore act quickly and decisively t 
tha economic pressure before hopelessness leads to desperation and 
violence. 

While it la trua that tha peaceful or violent eeatoratlon of a 
functional power balance In South Africa llaa mainly with tha South 
Africans, tha united stataa aa a world laadar and a principal 
-trading pattnat of South Africa cannot assume a neutral cola. Ha 
cannot condona apartheid; w« aust condemn it at every turn. Ridding 
South Africa of aparthaid will taka sore than rhetoric, It will taka 
wall thought out action. Our actiona now will determine tba O.S. 
relationship with tha future South Africa, which will b« governed by 

the O.S. can attempt. Our colleagues Bon Delluma, Howard Wolpe, 
Sill Gray, and others, helped construct the first U.S. sanctions 
against South Africa, with the Anti-Apar theid Act Amendments oE 
198B, the U.S. policy towards South Afcica will be firm, conducive 
to peace, comprehensive, and non-ambiguous. These amendments 
incorporate the strengths of Ron Delluns bill, H.a. 1580 and expand 
the Ant i -Apartheid Act of 1986 for which so many of us labocad. 
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Sob* argil* that sanction* Hill hutt tb* black najnrity nn 
than the whir* minority. Hlthin the shove aentioned anandnanta 
funds are provided to prot*ct those disadvantaged by apartheid, 
thereby decreasing the financial hardships sona blacks algae suffer 
bacauaa of sanctions. It 1« certain that they atand a qceater 
chance of suffering if apartheid ia abettad by continued noraal 
trading practices. 

The Juti -Apart bald Act Anndmenta of 1988 are worthy Of support 
and should become part of an affective D.S. policy against apartheid. 
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Mr. chairman, 

I appreciate the opportunity to testify today on the 
Administration's views on sanctions against South Africa and, 
in particular, the sweeping new measures, including mandatory 
disinvestment, contained in H.H. 1580, as reported out of the 
Committee on Foreign Affairs. 

The Administration is unalterably opposed to further 
punitive economic sanctions against South Africa, especially 
the extreme measures in H.R. 1580. 

Apartheid cannot be impoverished out of existence. A badly 
deteriorating economy, which must also support the eighty 
percent of the population oppressed by apartheid, is much more 
likely to spiral downward to unrestrained violence and tragic 
polarization. The thesis that economic pain translates into 
political and social reform is contradicted by our experience 
to date. Rather, the record shows, such pain diminishes the 
willingness of white South Africans to accommodate black 
demands, while weakening black economic and other bargaining 
power. Apartheid and racism do not rest on efficiency or on 
concepts of economic rationality. There has always been an 
economic penalty associated with apartheid; the proposed new 
sanctions would raise it slightly at the expense of black South 
Africans, U.S. influence in South Africa, and jobs for American 
workers in export industries. 
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Since the imposition of harsh American sanctions in 1966, 
Pretoria has taken a defiant attitude toward both internal and 
external pressures, rather than bowing to them and instituting 
meaningful reforms. Since late 1986, the South African 
Government has: 

— Prolonged the State of Emergency imposed in June 1986, 
even though the internal violence that it sought to end has 
to a large extent been quelled. 

— In February 1988, barred 17 major peaceful opposition 
groups (including the major umbrella group, the United 
Democratic Front) from carrying out their activities. 
Political activity by the major trade union, COSATU, was 
banned at the same time. 

— Threatened to end all foreign funding of so-called 
•political activities* designed to assist the victims of 
apartheid in South Africa. 

— Tightened press restrictions, closed one major 
opposition newspaper, and threatened to shut down other 
publications. 

— Continued to engage in cross-border raids, notably in 
Mozambique, Botswana, Swaziland, Lesotho, and Zimbabwe. 
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As indicated, the impact of our sanctions on white politics 
is clearly negative, as they have fostered defiance, stiffened 
resistance to foreign influence, and helped to catalogue a 
shift to the right. The immediate effect on black political 
life was to give it a "psychological lift*, and to undercut the 
South African Government's prestige. This positive effect is 
important. But, beyond this, what have sanctions accomplished 
for blacks? 

Sanctions have led to increased concentration of political 
and economic power in white hands. They have reduced the 
ability of the outside world and moderates in South Africa to 
support black interests. They have cost South African blacks 
thousands of jobs and helped to close avenues of black 
advancement. And they have led already to increased political 
polarization, putting severe pressure on the groups supporting 
non-violent change. Today, there are fewer — not more — 
resources available to black and multiracial institutions in 
South Africa seeking fundamental change away from apartheid. 

For these reasons, we are convinced that further punitive 
economic sanctions would only set back the process of badly 
needed reform, h.r. 1580 would exacerbate the already negative 
situation in South Africa. The provisions specifically 
targetted at American investment are among the most 

rr productive sections of the proposed legislation. 
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Disinvestment weakens American influence and slows the 
process of change in South Africa. The American business 
community has set an example in South Africa in improving 
workplace conditions, enhancing career opportunities, promoting 
community relations, and contributing to housing, health, and 
education projects. U.S. business has also vigorously pursued 
a continuing dialogue with the South African Government, 
sometimes in outright confrontation. 

During the past decade, U.S. companies have spent. |200 
million on social responsibility programs in South Africa, 
including financial aid for employee housing and educational 
scholarships, assistance to detained employees, managerial 
training and other ■affirmative action" programs, as O.S. 
companies have left, these programs have often disappeared 
under new white South African management. A longer-term result 
could be the weakening of black unions, as well as black 
managers, whose position and prospects have already been eroded. 

Disinvestment to date has had unintended and profoundly 
negative consequences in terms of its objective of speeding the 
end of apartheid. Many white-owned South African companies 
have reaped windfall gains by buying departing firms' assets at 
f i resale prices. The economic losses that mandatory 
disinvestment would Inflict on U.S. firms would be nothing 
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short of confiscatory; the beneficiaries will not be U.S. 
taxpayers or black South Africans, but the white power 
structure in South Africa. The South African press has already 
reported extensively on the creation of a new class of white 
South African millionaires through canny disinvestment-related 
purchases. The resulting concentration of wealth in white 
hands has enlarged the economic gap between the races. At 
present, black South Africans control only a minute fraction of 
the country's physical capacity and share equity. It is ironic 
indeed that U.S. policy should work to reduce this further. 

While all black South Africans want the U.S. to speak out 
clearly against apartheid, there is little evidence that the 
majority of black South Africans favor withdrawal of U.S. 
businesses, indeed, many black activists have privately 
expressed to us strong misgivings over the pullout of foreign 
firms. Others have spoken out publicly and testified before 
subcommittees of the Rouse against the course set by the bill 
before you. Despite public rhetoric, there have been no 
strikes or other job actions by South African workers calling 
for disinvestment, while several strikes have been called to 
protest such decisions . 

The Treasury Department can better testify on the specific 
problems of implementation and enforcement of the mandatory 
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disinvestment provisions contained in R.R. 1580. I wish to 
note, however, that unilaterally mandated disinvestment could 
well lead to serious disputes with our OECD partners and other 
nations, especially in times of growing global economic 
interdependence. He have already received indications that we 
may expect strong protests against the extraterritorial 
application of certain aspects of the bill before you. The 
Administration regrets that the effect of this legislation is 
likely to be division among western countries In the struggle 
to help South Africans to end apartheid, rather than to promote 
the unified western approach to this issue that we should seek. 



D.uz-ih, Google 



PREPARED STATEMENT OF R. RICHARD KBWCOM 

DIRECTOR, OFFICE OF FOREIGN ASSETS CONTROL 

DEPARTMENT OF THE TREASURY 

baton Um 

COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS 

U.S. HOUSE OF REPRESENTATIVES 

WASHINGTON, D.C. 

JUM 2, 19 BB 

The South African Sanction* ttagrjPJ «"* H-»- »■" 

Thar* you Mr. Chairman and Membera of the Comaittee: 

Good norning. My nam* is Richard Havcoab. I direct the Offica 
of Foreign Aaaata Control at Traaaury. Nith aw ia Nilliaa J. 
He F add en, Deputy Dlractor of tha Offica of Intarnational 
Banking and Portfolio investment. It ia a pleasure to taatlfy 
bafora tha Coaaittee on tha South African Sanction* Prog ran 
currently in forca and on H.R. 1580, tha Comprehensive 
Allti-Aparthaid Aaandaanta of 19SB, aa raportad by tha Coaaittee 
on Foreign Affaira. Tha Traaaury Dapartaant strongly opposes 
thia Bill. 

Foreign Aaaata Control ("FAC") la tha offica within Traaaury 
responsible for implementing the inport, financial, and new 
investment prohibitions of tha Comprehensiva Anti -Apartheid Act 
of 198G (the "Act"). I would like to give you a brief overview 
of our implementation of the Act's provision!! in which tha 
Committee has expressed an Interest, and than to comment on the 
lapact Traaaury believes H.R. 1580 would have on U.S. financial 



D.uz-ih, Google 



Institution* and corporations, and on tha u.s. economy as a 

Tha Department of Traaaury Is raaponslbls for implementing tha 
Act's import prohibitions on such things as South African gold 
coins, agricultural products and food. Iron and stsal, sugar, 
uranium on, uraniim oxlda, coal, textiles, and products fro* 
parastatal organisations (l.s., organisations ovnsd or 
control lsd by tha Government of South Africa), and tha prohi- 
bitions against loans and naw investment. FAC coordlnatas and 
ovarsaaa tha activltiaa of Traaaury pursuant to tha Act. In 
an forcing tha Act 'a laport prohibitions, FAC la supported by 
tha U.S. Customs Sarvica. 

FAC'a axpsrianca In aanctions enforcement datss back to tha 
parlod prior to U.S. entry Into World War II. Today, In 
addition to tha South African aanctions progran, wa hava sight 
othar programs in placs againat Worth Korea (sines 1950) , Cuba 
(sines 1963), Viatnas (sines 196*), Kampuchea (sines 1975), 
Nicaragua (sines 1985), Libya (sines 1986), Iran, firat In 1979 
and a aacond tise In 1987, and now against Panama, pursuant to 
aanctions lnposad by President Reagan on April 8. 

The Act prohibitions on the importation of krugerrands and on 
landing to tha South African Government closely followed thoaa 
In tha pre-existing Executive Order aanctions adopted in the 
autumn of 1985. The Act and lta legislative history Indicated 
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that the Sonata Forulgn Relations Committee ataf f waa alidad by 
existing Treaaury regulations and interpretations In drafting 
the krugerrsnd and government loan prohibitions of tha Act and 
dlractad that va contlnua aviating practice where not Incon- 
sistent with tha Act'a language. Section 301 of tha Act 
expanded tha krugarrand ban to include all South African gold 
coins, in tha event othar gold colna ara * In tad in tha futura. 
With that nota, thua, FAC and Customs Service enforcement Of 
tha gold coin laport prohibition waa alraady In place on tha 
Act'a affactlva data. Similarly, tha prohibition on new 
landing to tha South African Government and Its controlled 
antitiaa bad baan fully implemented in 1985. 

Enforcement of tha currant South African sanctions prograa as 
mandated by tha Act la anong tha hlghaat priorities of FAC and 
tha Customs Service, Customs currently has 15 on-going 
Investigations and has instituted several penalty action* 
against importers Who have attempted to circumvent the South 
African import prohibitions. 

we will continue to work with Customs in pursuing these cases 
both civilly and criminally, as appropriate, to tha full extant 
of the law. 

upon passage of the Act, PAC, in cooperation with bank 
supervisory agenciea, contacted all banks known to hold 
accounts of the South African Government and its controlled 
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entities, to inform the bulks of the prohibition on accepting 
or holding such account* under section 30s of the Act. FAC 
Implemented the exception permitting diplomatic and consular 
accounts by issuing specific llcsnsss to oovsr ssoh such 
account In tha Unltsd States. 

Section 310 of the Act, which contains the prohibitions against 
loans and new Investments, requires that "no national of the 
onited States say direotly or through another person, make any 
new investment in South Africa." (33 O.s.C. 5060). "Hew 
investment" is defined as "a commitment or contribution of 
funds or other assets" and "a loan or other extension of 
credit." (23 U.S.C. S001) . Under these provisions, a disln- 
vestlng U.S. parent corporation say not extend credit to 
corporations or Individuals in South Africa (other than firms 
owned exclusively by black South Africans) to facilitate their 
purchase of its South African subsidiary nor contribute or lend 
working capital to its South African subsidiary unless It is 
necessary to enable It to operate in an economically sound 
manner without expanding its operations. 

In order to monitor compliance with the prohibitions against 
loans and new investments, we have worked closely with all U.S. 
companies operating in South Africa and have advised them In 
writing of the Act's requirements. The Act does not require or 
encourage disinvestment from South Africa. Nonetheless, stats 
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and local procurement and investment lava and tha Act hava that 
effect. 

Of tha approximately 350 U.S. companies with which wa hava 
corresponded, approximately one-half hava already dielnveated 
or are In tha proceee of dlalnvaating . 11m divestment 
strategies of tha vaat Majority of companlaa clearly hava net 
violated tha Act; however, we are now examining a few 
transactions which hava involved deferred payment or other 
extensions of credit in South Africa. 

Although we conaider it too early to determine tha full Impact 
of tha Act, It has bean clear from our communication with theee 
companlaa that the Act'e reatrlctiona hava forced those U.S. 
coapanlea etlll preaant in South Africa to operate under 
eerioue flnencial conatraint. Aa a result, many have been 
forced to die invest, often under sales terms extremely unfavor- 
able to the U.S. aeller. Moreover, U.S. companies do not 
appear to be interested in making any now investments in south 
Africa even where it la permitted; not one registration for a 
new venture haa been filed with our Office pursuant to the 
Act'e exception for investment in tires owned by black South 
African*. 

Me are also taking stepa to insure that brokerege houses, stock 
exchanges, and U.S. securities dealera are on written notice 
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about th* Act'a raatrictlons en lnveataant la south African 
ascuritiaa. Generally, only trading In pre enactment (pra- 
Octobar 2, 19BS) aacurltlaa. Including American Depository 
Receipt a avldanclng praenactnent laauaa, ia peraittad. Ha bava 
alao advised banka of tha Act's prchlbltlona on loana and other 
extensions of cradlt to tha South African Government or Its 
controlled antltlaa (effective Movaabar 11, 19S5 undar 
aanctlona which pre-dated tha Act) or to any paraon or antity 
in South Africa. Ha n* working with bank auparvlaory aganciaa 
to anaura compliance in thia araa. 

Lat ae now turn to tha provlalona of H.R. isso, •■ reported by 
tha Coaaittaa on Foreign Affaira. Th* Traaaury Dapartaant ia 
atrongly opposed to this Bill. Of particular concern to US ara 
tha provlalona raqulring, flrat, tha forced dlvaatitura of U.S. 
lntaraata in South Africa; aacond, termination of any flaxi- 
bllity of U.S. banka in collecting on exiating loans; third, 
tha embargoing of Boat trada tranaactiona with South Africa; 
and fourth, tha extraterritorial extern ion of tha invaataant 
and export prohibitiona to foreign national* outalda tha United 
Statea. 

Tha Bill require* U.S. nationals, within a period of aix 
months, to divest theaselvea of any "investment in South 
Africa." "Investment In South Africa" la defined to include 
aquity lntaraata, capital contributions, loana aada before 
April 20, 19S8, and an undefined concept called "control of a 
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South African entity" where no equity, loan, or capital 
interact la involvad. It la unalaar, but "control' amy even 
cover auch thing* aa contraeta for aanagaaent aarvlcea or 
tredeaark llcanaaa eaaentlal to the auooaaa of a bualneae. We 
era dealing here with e definition of "Inveataent" that beera 
no relationehlp to the nornal aaa of that tan In the b ue lne aa 
and financial coanunltiee. 

Ttie clear iapact of the requirement for forced diveetlture la 
the laaadlate and Irreversible loaa of value of aaaete hold by 
0.8. lnvaatora and corporatlona. Treaaury haa In the peat and 
vill continue to oppoaa thie proposal. Forced die Inveataent 
runs counter to this Administration's policy that International 
capital narketa and foreign Inveataent remain free of controls. 
ror U.S. lnvaatora holding South African securities, changing 
the rulee established in the 1986 Act guarantees that the 
aarket value of their investments will plunge over the 
six-month grace period. Many American portfolio lnvaatora own 
pre-enactment shares in South African entitles. These could 
involve investments of U.S. autual funds. I cannot quantify 
the amount, but the value Of these investments would also 
suffer aa a result of the legislation. 

On the corporate aids, dislnvaataant will lead to a loaa of 
job opportunities in South Africa, the possible deniae of 
enlightened, non-discriminatory labor policies followed by U.S. 
companies as required by the Comprehensive Anti- Apartheid Act, 
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and windfall gaina for South African companies. American 
companies will ba lucky to receive any reasonable offers for 
aaaata with • six-nonth daadlina for dlvaatltura. Why would 
South Afrlcana or purchaaara of any nationality pay fair value 
for aaaata whan thay know thalr would-be aallara most dlveet at 
any price within waaka to comply with U.S. law? Furthar, South 
African exchange controls will craata additional loaaaa an U.S. 
companies convert thalr procaada into U.S. dollars at tha lowar 
"financial rand" axchanga rata. Such intandad injury to tha 
U.S. parant eonpaniaa arising fron foread dlvaatltura nay 
conatituta a conpanaabla taking of property undar tha fifth 
Anandnant to tha Conatitutlon. 

what will ba tha practical lnpact of thla nova for tha South 
African economy bayond a raduction in job opportunities? 
Perhaps black workara will ba abla to financa tha purchaaa of 
thair U.S. -controlled enployera. Rowevar, paat axparianoa 
indicatea that tha nora likely scenario ia that buainaaaaa will 
ba acquired by white South African Interests on terns vary 
advantageous to thoae investors. Unfortunately, tha Bill's 
call for negotiations with worker representatives cannot arm 
the workara with aufficiant economic power to finance purchases 
of U.S. aaaata in South Africa. Nor does the Bill continue 
even tha United exception in tha preaant Act which authorises 
investment In fins owned by black South Africans, so that 
acquisition loans to workara' reprassntativea would not ba 
possible. H.R. 1580 ia, therefore, likely to lead to furthar 
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concentration of economic power In whit* hand*, and at flresale 
prices. 

11m second aspect of the disinvestment provision In H.R. 1310 I 
vieh to address la the proposal to and U.8. lenders' ability to 
reschedule loans aade in South Africa prior to the 1986 Act. 
The present Act and Its legislative history permits such 
rescheduling to avoid injury to U.S. lenders caught in the 
South African Government's 1985 debt moratorium measures, which 
limit the repatriation of hard currency loan proceeds, and 
which permit the South African Coverasent to substitute itself 
for private sector borrowers on such loans. 

The Bill would terminate this protection for U.S. lenders, and 
require that loans aade under agreements reached prior to 
April 20, 1988, be repaid atrlctly in accordance with their 
existing terms. If not, the loans would be treated as 
prohibited investments in south Africa, and subject to the 
mandatory divestment provision. As noted. South African law 
permits the government to substitute Itself as the borrower on 
existing hard currency loans, such a substitution is treated 
as a rescheduling under the present Act, in accordance with its 
legislative history. This gives the South African Government 
the unilateral ability to trigger a divestiture requirement on 
outstanding O.S. loans. The loans would have to be either 
sold, probably at firesale prices, or otherwise divested. 
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Thus, U.S. banks, In effect, would be forced to provide dobt 
relief to South Africa and subsidies to those who purchase tha 
claina at tha discount ad prlca. Thay would loaa all leverage 
in seeking repeynent, without any corraapondlng damage to tha 
South Afrioan borrovar. 

The losses to tha banking oonaunlty could ba substantial and 
thay would ba concentrated In tha nlna aonay oantar banks. 
Although tha laval of axposura has baan daollnlng In raoant 
yaara. It ranalna vary aubatantlal at $2.8". Of that total, 
$2.3B la owad to tha nonay cantor institutions or about 3.5% of 
their capital. As thla Coasittss knowa, thara Is strong 
regulatory and market prassura on theae banka to Increase 
capital. The propoaad Bill would undercut that effort. 

Third, h.r. 1580 requires a virtual trada ban on South Africa. 
Tha loss of axisting contracts to U.S. exporters and Importers, 
and tha immediate naad to replace supply sources and export 
■arketa, night cause severe dislocations and bring higher 
prlcaa in key U.S. economic sectors. South Africa does not 
have to rely on U.S. exports given tha foreign availability of 
tha Majority of goode traded by U.S. exporters. Thus, wa 
balleva tha major direct inpact of this sanction would fall on 
U.S. exporters, iaporters, and consumer*, and on black 
employment in South African export industries. An indirect 
inpact arises fron the bill's proposed coverage of exports and 
reexports to South Africa fron third-country producers that 
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manufacture under U.S. -granted technology licenses. This 
provision will uti the united status less Attractive as a 
export trading partner, and Is llkaly to reduce U.S. exports ef 
goods and technology to third countries. 

Finally, the extraterritorial application of the proposed 
disinvestment requirement will cause intense diplomatic 
friction, and potential third-country retaliation against the 
United States. This result would arise because the Bill 
enunciates a disinvestment policy for assets owned, not only by 
U.S. corporation a, but by third-country entities that are owned 
or controlled by U.S. nationals. Tha breadth of this 
extraterritorial assertion of U.S. jurisdiction bss previously 
been reserved for wartime conditions In sanctions programs 
adopted pursuant to the Trading with the Enemy Aot. And even 
In wartime, tha United States has not required Its own 
nationals to divest themselves of foreign investments, but has 
focussed on the U.S. holdings of enemy countries. 

To summarize Treasury's opposition to H.H. 1580, it would do 
more harm than good for U.S. Interests whether viewed from an 
economic or foreign policy perspective. We believe the 
din investment requirement's main economic impact in South 
Africa will fall on employment opportunities for black South 
Africans, while fostering greater concentration of economic 
power in the hands of white South Africans. The major effects 
on U.S. financial institutions will be to reduce their 
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bargaining power xil a. xll South African borrower* on existing 
loans, and fore* banks to incur substantial lossas on thalr 
claims. TIM llXaly iapaot on ths U.S. econoay ganarally Is a 
degree of economic dislocation for investor* and for 
corporations with holdings In, or with sarvios contracts, 
licensing or sanagaaent agreaasnts, or long-tars import or 
export contracts with. South Africa. Hr. Meredden and I will 
be pleased to respond to the Committee's question*. 
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As Political Director of TransAfrica, I am pleased to have the 
opportunity to testify in support of H.R. 1580, as amended by the 
Bouse Foreign Affairs Committee. Now entitled the "Anti -Apartheid Act 
Amendments of 1988", H.R. 1580 seeks to strengthen the sanctions 
enacted by Congress through P.L. 99-440, the "Carprehensive Anti- 
Apartheid Act of 1966". Approval of H.R. 1580 by the Bouse Banking, 
Finance, and Urban Affairs Ccrrmittee would send a necessary and 
powerful signal to South Africa and to all those who presently conduct 
business with the apartheid regime. 

Though recognizing the very limited nature of the sanctions imposed 
through PL. 99-440, opponents of apartheid were heartened by its 
passage. However, regulations subsequently promulgated by Executive 
Branch agencies have rendered key provisions of the bill virtually 
ineffective, or have created loopholes which can be easily exploited. 
For example. Title III, Section 305 of PL. 99-440 bans loans or other 
extensions of credit to the South African government. However the 
relevant regulation, 31 CFR Section 545.304, defines "loan" as "the 
purchase by a financial institution in the United States of debt 
securities issued by the Republic of South Africa after October 1, 
1986...." The regulatory definition would seemingly allow such 
securities to be purchased by any foreign branch of a U.S financial 
institution. 

Another illustration of this problem can be found in the implementing 
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regulations for Sections 3 <3)<bXi> and 310 of Title VI, which exempt 
"normal short-term trade financing" from the ban on loans and new 
investment. While normal business practice frequently limits short- 
term trade financing to 60-90 days, and ordinarily does not exceed six 
months. 31 CFR Section 545.3041b) defines the term "short-term trade 
financing" as including indebtedness of up to one year. Comparable 
examples of this problem can be found by contrasting the regulatory 
exclusion of ferroalloys from the statutory ban of South African iron, 
steel, or iron ore imports. 

Even if every provision of the 1986 Comprehensive Anti -Apartheid had 

been implemented faithfully by the administration, there would still 
be a need to strengthen existing law. The existing sanctions apply 
only incremental, selective sanctions to South Africa — allowing that 
government to adjust its economic strategy and prepare new evasive 
tactics. The Section 310 prohibition on new investment has had little 
impact, since the South African government receives $200 million 
dollars in corporate taxes alone from U.S. corporations. Current U.S. 
and Western sanctions cover only eight percent of South African 
imports, and allow continued opportunities for advanced technological 
transfers to the apartheid state apparatus. 



«ie limited and circumventable sanctions passed by Congress against 
South Africa need reinforcement, and the Anti-Apartheid Act Amendments 
of 198S would do just that. As amended by the House Foreign Affairs 
Committee, H.R. 1580 would close existing loopholes; require U.S. 
pursuit of international agreements toward multilateral sanctions; and 
mandate Presidential action against foreign companies that attempt to 
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take commercial advantage of legislated sanctions. It would enact 
important new sanctions against the apartheid system; and would mk 
the implementation of a democratic transition to independence for 
Namibia an additional condition for lifting the sanctions j 



The April 28, 1988 edition of the Hall Street Journal reported that 
the South Africa Coaltion Lobby-P.R. Project is currently paying the 
law firm of former Senator Birch Bayh $25,000 a month to lobby against 
++the measure this committee is considering today. Spokesmen for 
Chevron and Union Carbide acknowledged contributing $5,000 each to 
this project, sponsored by the National Foreign Trade Council. Other 
firms said to be actively involved include Caterpillar, Johnson & 
Johnson, Mobil, and Texaco. Unfortunately, leading representatives of 
the many South African organizations which support the measures 
contained in this legislation have either been detained or effectively 
banned by the apartheid government. We urge you to remember those who 
have been silenced, and to vote in support of h.h. 1580, the Anti- 
Apartheid Act Amendments of 1988. 
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U.S. HOUSE OF REPRESENTATIVES 



and certain other activities with respect to, South Africa. 
Confining discussions with our respective ataffa, the committee 
Invitee you or your designee to appsar and testify on Thursday 

tha actiona taken by the Department of the Treasury to help bring 

United States financial institution* and the United states 
economy, generally. 

rood 2129 Rayburn House Office Building, Washington, D.C. 20515 
by June 1, 19BS at 5:00 p. a. The statement in its entirety will 
be Included in tha heering record and, if delivered when 
requested. Hill ba Bade available to all Committee members in 

an effort to provide all Barters with sufficient tine for 
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U.S. HOUSE OF REPRESENTATIVES 



ishington, D.c. 



Hold a hearing on H.R. 1580, a bill Co prohibit investment in, 
and certain other activities with respect to, South Africa. 

invitee you or your designee to appear and testify on Thursday 
Juna 2, 1980, at 10:00 a.m. in Room 212a of the Rayburn Building. 
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Ciraing discusiiions with our reapective atoffa, tha Coanlttaa 
itaa you or your designee to appear and taatify on Thuraday 
a 2, 1986, at 10:00 a.m. in Room 212S of tha HayEurn Building. 

km you are aware, H.fi. 1SS0 would repeal tha Comprehenalve 
i -Apartheid Act of 1986. Tha Coaaittaa aalca that you dlecuaa 

tha Comprehensive Ant i -Apartheid Act of 1986 In bringing a 
■■■■- ■■-- — ■- - --- «juld like you • -■■ 
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HOUIH AFRICA: The Caae for Sanction* 



There is a terrible tragedy in the making in South Africa. A 
blood-bath Looms — and all of us are threatened by its consequences. 
The human costs of a prolonged and violent struggle in South Africa 
are incalculable both in terms of treasure and of lives — black and 
white — that it will consume. And the struggle for liberation in 
South Africa will increasingly affect the United States and the 
Western World. We cannot run and we cannot hide fran the struggle or 
its consequences. All of our rationalizations for inaction will ring 
increasingly hollow and will only fuel racial division and conflict in 
America and throughout the world. For it is the doctrine of white 
supremacy — of racism — that provides the only reason and 
justification for the apartheid regime. People of color understand 
that very clearly — whether they live in America, in Africa, or 
elsewhere. And they also see through — just as clearly — all of the 
subterfuges that are devised to rationalize the accomodation that tlie 
United States, the Western world, and — in its cartel-like 
relationship with the South African diamond industry — even the 
Soviet Union has made with the apartheid regime. 

The simple truth of the matter is that apartheid exists because it 
is enormously profitable to South Africa's ruling white minority. All 
of the elements of the apartheid system contribute to one objective: 
the preservation of white minority privilege. In an important sense. 
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South African society operates as one vast slave plantation. Blacks 
have little control over their own destinies. They cannot freely 
determine neither where they live nor the conditions under which they 
work. They have no importance to the white minority except as a pool 
of cheap labor required to keep South African mines and economy going 
and the white minority prospering. 

That is why anti-sanctions advert isanents such as the one 
sponsored by the South African Business Council that appeared recently 
in the Washington Post — in which a picture of a zebra was presented 
with a caption that read, "Shoot it in the White and the Black dies 
with it," — can only be characterized as obscene. What that ad 
reveals is that some of the principal beneficiaries of apartheid, the 
white South African business interests for whom apartheid has been so 
enormously profitable, are hiding behind the victims of apartheid in 
their effort to resist stronger economic sanctions and to preserve 
their profits. 

Those who call for new sanctions against South Africa are not 
unaware that such measures as a trade embargo and disinvestment will 
affect South Africa's black majority. Clearly increased economic 
pressure against apartheid will mean econcmic costs for the black 
population. But, as Bishop Tutu, Rev. Boesak, and key South African 
trade union leaders have repeatedly stated, the short-tern costs of 
economic sanctions will be far less than the long-term costs — in 
terms not only of economic hardship but of loss of lives — of a 
protracted violent liberation struggle. And the only way that this 
kind of struggle can be averted is by a decision of the white mirority 
to abandon apartheid and to negotiate with the black majority the 
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transition to a new and democratic political order. 

Whatever the costs of sanctions to the black majority, the costs 
to the privileged white minority will be far greater — and it is 
precisely for this reason that the South African government and 
business catminity are so determined to defeat this effort to impose 
new sanctions. The harsh reality is that no regime — in the history 
of the world — has ever voluntarily relinquished power, and there is 
no reason to believe that the white minority of South Africa is 
somehow unique in this respect. The current regime will give up its 
monopoly of power — will abandon apartheid and sit down to negotiate 
a new democratic political system with the country's black majority — 
only vrtren it concludes it has more to lose than to gain by trying to 
hold on to the apartheid system. Anything we in the United States or 
the international community do that signals to the white minority that 
it can continue to operate as a totalitarian, repressive state without 
fundamental economic costs and deepening international isolation will 
only prolong the struggle. That, in turn, will mean increased 
polarization inside South Africa, much greater violence and bloodshed, 
and far greater risks for the United States and the Western world. Me 
have vital interests in southern Africa, and widening regional 
conflict and instability will imperil those interests. That is why we 
need now, rather than later, to do everything we can to help create 
the conditions for regional peace and stability. 

One argument that is often advanced by the opponents of sanctions 
is that there is no certainty that the end of apartheid will mean the 
beginning of democracy in South Africa, that it could just as easily 
herald the emergence of a radical and equally repressive black regime. 
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To thin it must be said that there are no guarantees aa to the future. 
A new dictatorship could in fact succeed the current dictatorship. 

But surely that possibility does not justify our accomodation to the 
tyranny of the incment. Moreover, it is clear that the more prolonged 
the struggle to topple the apartheid regime the more violent and 
polarized the conflict will become, and the less likely it will be 
that we will see the emergence, in a post-apartheid South Africa, of a 
multi-racial and democratic political system. Me simply cannot have 
it both ways: we cannot bemoan the spread of Caroiunist or other 
radical influences within the liberation movements of southern Africa 
and then be unwilling to identify the United States, unambiguously, 
with these liberation struggles. 

It is not that sanctions will in and of themselves bring down 
apartheid — they will not, and we ought to have no illusions on that 
score — but they will increase significantly the costs the white 
minority regime must bear for its repression and its inhumanity. And 
those external coses will reinforce the internal pressures that have 
been building within South Africa for many years. As a group of 
British Commonwealth leaders observed not long ago, the failure to 
enforce much tougher sanctions will cnly bolster the apartheid regime 
in its determination to hold On to its monopoly of power indefinitely. 

There are elements of America's corporate community that have con* 
together this year to aggressively resist the imposition of new 
sanctions. Clearly, American business opposition to sanctions has a 
variety of motivations. For some it is a matter simply of dollars and 
cents. After all, American investment in South Africa, while 
exceedingly small in dollar amount and as a percentage of overall 
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American foreign investment, has at tinea been enormously profitable. 
Indeed, from 1970-1980, foreign companies averaged a 151 per year 

return on their investment in South Africa. 

It is not easy to ask American's business leaders to forego this 
kind of profitability and to make the economic sacrifices that would 
be enforced under a trade embargo and disinvestment. And we would not 
be making this imposition were it not clear that American national 
interests required it. We all wish there were a way to raise the 
costs to Che South African regime that did not also involve costs for 
the American business community, just as we wish it were possible to 
avoid collateral costs for South Africa's black majority. But them 
is simply no cost-free means of adding to the pressure on the South 
Africa regime — anymore than there was a cost-free means of bringing 
pressure to bear on the Soviet Union, or Poland, or Libya, or — most 
recently — Panama. It should be noted, however, that the costs to 
American business of disinvestment and a South African trade onbargo 
will be relatively quite snail. This is, very simply, because direct 
American investment in South Africa has already declined from a high 
of S2.6 billion in 1984 to little more than 51 billion. Since 1983, 
160 American companies have withdrawn from South Africa and more 
corporate withdrawals Ore anticipated. Likewise, the volume of 
American-South African trade has declined almost 50 1 since 1984:: U.S. 
exports to South Africa in 1987 totaled SI. 25 billion while imports 
from South Africa amounted to SI. 35 billion. 

But there are other corporate leaders whose opposition to 
sanctions is motivated not by profit consideration but by their 
genuine conviction that their presence in South Africa represents a 
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constructive force for change. These corporate leaders feel a deep 
sense of loyalty to their South African employees, and fear that 
disinvestment will cause great hardship — particularly to their black 
workers. They argue that the increased repression in South Africa is 
evidence of the failure of economic sanctions, that the United States 
and the international, community should "back off," and that the 
American business ccmr.unit.y should stay involved in South Africa and 
see* to work for change from within. 

The arguments made by this latter group of sanctions opponents 
cannot be casually dismissed. There is no question that several 
(though by no means all) American firms have had exemplary records of 
corporate behavior in South Africa. They have provided South Africa 
with a new and positive model of labor-managanent relations. They 
have desegregated their workplaces. They have instituted aggressive 
management training programs for blacks. They have made significant 
social investments in such areas as education and housing. They have, 
in short, improved the lives of their South African black employees. 

The plain truth, however, is that very few blacks have actually 
been beneficiaries of these benefits. Indeed, in 1966, no more Chan 
48,000 non-whites (Blacks, Coloreds and Asians together) — less than 
one-half of 11 of the South African non-white labor force — were 
employed by all American firms combined. The overwhelming majority of 
black South Africans face a very different and much harsher reality — 
a reality that has 3.3 million unemployed black workers and a 30%-plus 
unemployment rate; that denies citizenship to 7 million residents of 
so-called "independent" homelands; that involves daily confrontations 
with a brutal and dehumanizing totalitarian police state; that 
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tolerates forced rtcovals of no-called "blade spots" Etas white 
residential areas and the routine separation of families; that has 
produced violent deaths in the thousands; and that accepts rates of 
infant mortality that exceed those in many much poorer African states. 

Moreover, even the benefits that flow to the few workers in 
American firms will be foe naught if the South African regime cannot 
be brought very quickly to abandon apartheid and to seek a negotiated 
political settlement. Hot only will the Jobs of the black employees 
be placed in jeopardy by the widening conflict and violence, but so 
will their lives. 

Unhappily, American business investment in South Africa, at the 
same time that It conveys significant benefits to black employees, 
provides far greater rewards to the privileged white minority. lt» 
continuation of this investment — and of normal trading relations — 
helps to keep the white minority-dominated economy afloat (171 of 
South African investment is of foreign origin, and S3! of South 
Africa's gross national product is trade-dependent), and thereby 
reinforces the Afrikaaner regime's fantasy that their monopoly of 
power can be sustained indefinitely without serious cost. Again, that 
is why so many of South Africa's black leaders have concluded that 
continued Western investment in, and trade with. South Africa is only 
making a bad situation far worse and far more dangerous. 

Many American corporations have withdrawn in recent years, some 
because the profitability of their companies in South Africa declined 
precipitously, others because of their concern about the domestic 
consequences of their continued involvement in South Africa, and still 
others because they concluded that their presence in South Africa was 
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doing more to sustain than to end apartheid. This voluntary 
disinvestment, together with the limited economic sanctions that have 
been imposed, has had a real impact en the South African economy and 
political system. Lest this be in doubt, listen to these words of 
Gerhart deKock, Governor of the South Africa Reserve Bank, who on 
September II, 1987 stated. 



"The basic underlying problems that threaten to isolate us 
from the rest of the world have not yet been solved. The 
outflow of capital, the emigration of skilled people, the 
large discount on the financial rand, and the decline in fixed 
and inventory investment, are all sending us messages that we 
should heed. 

They are telling us that, whatever improvements we bring about 
in our short and long-term economic strategies, we must first 
and foremost convince both the outside world and ourselves 
that we are continuing on the road of peaceful and 
constitutional reform." 

Indeed, South African leaders have repeatedly acknowledged the 
potential impact of any withdrawal of Western economic support. Thus, 
on April 21, 1986, President Botha criticized a Conservative Party 
parliamentarian, saying: 

"He and his party will not buy our farmers products if we 
cannot export. Mc* will they buy our minerals or our 
manufactured goods if a general boycott against us succeeds. 
And they will be powerless if this country's imports of a 
variety of goods is halted." 

And there have been other ramifications as well. Who, for example, 
doubts that the recently opened dialogue between leading Afrikaaners 
and the UK *ould have occurred were it not for the rapidly 
intensifying combination of internal and external pressures en the 
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Finally, there has been the impact of American sanctions on black 
perceptions of the United States not only in South Africa, but 
throughout the African continent. Our own Ambassador to South Africa 
has ma* clear the value in this regard of the congress ionally 
mandated sanctions effort. Before enactment of this law, most blacks 
had come to perceive the United States as an active accomplice of the 
South African regime. But with the passage of the Comprehensive 
An ti -Apartheid Act, over the President's veto, American credibility 
within South Africa's black community was substantially enhanced. 

In short, even the limited sanctions currently in place have had 
a major positive impact. The intensified repression witnessed in 
recent months is the product not of a regime consolidating but of a 
regime unravelling. Increasingly unable to cope with rising dissent 
and protest, it is increasingly desperate, flailing about trying to 
find the means of restoring the regime's authority and control. One 
moment, it becomes even more violent and coercive. The next, it 
offers up a so-called "reform" proposal, hoping to coopt some of Its 
black population and to seduce an international community that 
desperately wants to believe that the regime is committed to a process 
of fundamental change that will eventually see the voluntary end of 
white minority rule. 

America's historic resistance to the application of Sanctions 
against South Africa has been very costly. It is this resistance that 
has led so many to conclude that the United States is willing to 
accomodate itself to apartheid. This resistance to sanctions may 
therefore have unintentionally added substantially to the pain and 
hardship inflicted by apartheid on South Africa's black majority. At 
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the sane time, it has produced a widespread perception that America 
has a racial double standard in its foreign policy — a perception 
that has undermined America's moral authority and political influence 
throughout that part of the world which is not white — which just 
happens to be most of the world. People of color — whether in 
Africa, Asia, or in Latin America — as* themselves (as should we) 
whether America «juld have resisted the application of sanctions for 
so long if the racial composition in South Africa had been reversed, 
and it had been a black minority imposing the horrendously 
dehumanizing apartheid system over a white majority. They note our 
enthusiasm for sanctions elsewhere in the world — such as those 
imposed against the Soviet Union. Cuba, Nicaragua, Libya, and most 
recently, Panama — and they find America's approach to South Africa 
terribly inconsistent. And they note how even our language is altered 
to describe the South African situation: for example, we see the 
frequent characterization of the anc as comprised of "terrorists" 
instead of "freedom fighters." And they are bemused by the sudden 
emergence or Americans as the apostles of non-violence, when the 
United States has been hardly reluctant to support a military response 
in Afghanistan, in Nicaragua or in Libya. But perhaps the most 
telling commentary, in the eyes of these observers, is the frequent 
use by American opponents of sanctions of the argument that "sanctions 
will hurt the very people ve see* to help" — as if the earlier 
applications of sanctions didn't hurt the Nicaraguans or the 
Panamanians or the Libyans. Indeed, what is startling is hew unakare 
we Americans often are of our inconsistency, or of the unconscious 
biases that impair our objectivity and result in flawed policy, policy 
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t does violence to both American values and American national 



Nowhere is the loss of objectivity Tore apparent then In our 
failure to recognize the extent to which the conflict and instability 
generated by apartheid threatens American Interests rot only in South 
Africa itself but throughout the region of southern Africa. For the 
desperately insecure Afrikaaner regime, refusing to cane to terms with 
the need for fundamental internal reform, seeks to protect itself by 
waging unremitting war against what it perceives to be an external 
threat. This has led South Africa to become a rogue terrorist state, 
operating with callous disregard for international law or 
international opinion: South Africa continues to defy the United 
Nations (and the United States) in maintaining its illegal occupation 
of Namibia; it has invaded Angola with a force of several thousand; it 
has launched brutal raids into Botswana, Lesotho, Swaziland and 
Mozambique; it has attempted to destabilize Zimbabwe and to overthrow 
the government of the Seychelles; and it has armed and supported 
brutal dissident groups in Mozambique and Angola. South Africa has, 
in short, becune the principal source of regional conflict and 
instability, thereby imperiling vital Western economic and political 
interests and raising the dangers of continuing superpower rivalry and 
confrontation within southern Africa. 

The last argument frequently advanced by sanctions opponents is 
that, if sanction; are imposed unilateraLly by the United States, the 
Europeans and Japanese will move into the breach created by the 
departure of American firms from South Africa and by the closing down 
of American-South African trade. Clearly, multilateral s 
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ace preferable to unilaterally imposed sanctions and should be our 
ultimate policy objective. But to create that possibility/ we need 
first to demonstrate the will to act on our own. Unless we are willing 
to do so, we are scarcely able to lead the rest of the Western world 
in a concerted multilateral sanctions effort. In fact, in the last 
three years, American leadership has played a major part in the 
decisions of several countries to impose limited sanctions against 
South Africa. 

Finally, it must be emphasized that American action, even if taken 
alone, can have major impact on South Africa. This is because the 
apartheid regime continues to look to the United States and Great 
Britain as the ultimate guarantors of apartheid, as the two countries 
most likely to resist effective action against the apartheid minority 
regime. That may not have been our intention these past several 
years. But that has been the clear consequence of the continuing 
contradiction between our rhetorical condemnations of apartheid and 
our acceptance of a "business as usual" posture toward South Africa. 
It is time to bring our rhetoric and our policy into synch. It is 
time that America truly commit itself to the struggle against 
apartheid. It is not only American values that are at stake. It is 
also a question of American national interests in all of Africa. 

o 
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